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The issue of IT strategy from the point of view of improving the efficiency of IT resources
maintenance is explored in following master thesis by providing a literature review,
developing an approach and method for developing an IT strategy and practical approbation
in the form of a case study of the problem of a low level of achievement of strategic IT goals

in AK BARS Bank.

The results of this work are: an approach to developing an IT strategy based on the Model
of the importance of IT strategy for the company's stakeholders and their typical
expectations, which assumes alignment of business and IT strategy goals, taking into account
the interests of 4 stakeholders: top managers, IT managers, business and IT employees; a
method of IT strategy development based on the analysis of the literature of researchers,
business and IT experts, which combines the best practices and includes a method of
analysing the voice of an internal client on IT processes; strategic recommendations for
improving the efficiency of planning and management of IT resources and tactical

recommendations for improving the efficiency of the IT support service in AK BARS Bank.
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1 INTRODUCTION

The following master thesis research enhancement of the information technology (IT)
support strategy through IT strategy development process. Introduction chapter covers

background, research gap, aims, research questions and general structure of the thesis.

1.1 Background

The most successful among the business models have one common aspect — the use of recent
information technologies in building their business model to provide a great assortment of
services over the Internet (Laptev, 2007). However, in the beginning of the 21 century many
companies have been sceptical about IT as a competitive advantage, and mainly defined it
as a measure of support (Doherty, Marples and Suhaimi, 1999). IT department has become
a critical partner for business success (Urbach et al., 2017) and the role of IT support is
increased as a management of strategic resources (Nissen, Lezina, Saltan; 2018). Legner et
al. (2017) and Bollard et al. (2017) outline that IT has a substantial role in operations and
business models that enable companies to survive in a competitive environment of digital

world.

Among the group of IT-driven business models, there is a group of financial technologies
(FinTech) companies that use information technologies to provide financial services, which
allows them to reduce the cost or improve the quality of previously existing services on the
market, as well as to form new financial products (Smyrnova, 2020). FinTech are
technologies and innovations which are aimed at going beyond the traditional approach in
providing financial services (Van Loo and Rory, 2018). According to 2021 published data,
Russia is one of the leading countries in the global FinTech sector as the penetration rate of
such technologies in services is 82% (Novikov, 2021). FinTech companies are actively
expanding the number of tools and finding new ways to interact with users, that’s why banks
must seriously invest in the development of their technologies in order to be competitive

with smaller and more flexible FinTech companies.

The main participants of the FinTech market are technology companies (IT service

providers, including FinTech firms) and traditional financial organizations (banking,
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investment, insurance), which, through the introduction of innovations, improve their work
and simplify the execution of certain operations by customers (PWC, 2016). In the process
of development financial technologies, banking sector plays a significant role by driving the
industry by introduction of such technologies in their own services, presenting non-financial
offers and services that are atypical for their industry (Ajlouni and Hakim, 2019). Banks in
the last decade changed a lot: they introduced new services, provide a significant
digitalization into their business processes and now they can offer almost all products and
services by online channels (Kudryavtseva, Skhvediani and Bondarev, 2018). There are even
banks, that offer their products and services only via digital channels — Tinkoff Bank —
Russia, Revolut — England and others (Volenik, 2021).

The growing customer demand banking services via remote channels (internet, mobile
applications, self-service terminals, etc.) invokes banks to use information technology and
transform into digital banks. Digitalization has become a necessary condition for
maintaining a stable state in the market and increasing the loyalty of its customers. In 2020,
a fifth of the customers receive financial services online in digital banks that do not have
physical service offices (Plotnikova and Kudryavtseva, 2020). The speed of change in
business environment in banking sector has significantly increased because smaller and more
flexible FinTech companies can offer new products and services faster and on more
favourable conditions (Ajlouni and Hakim, 2019). "With digital transformation changing the
way organizations operate, modern asset management goes far beyond tracking laptops and
mice" (Atlassian, 2022). Gartner (2019) notes that effective IT management become an
inseparable part of business strategy that provides latest information in order to reduce risks
and unnecessary costs, and supports strategic decision-making process that impact the entire
organization. IT Asset Management (ITAM) is a support function of IT management that
includes IT implementation, tracking and maintenance of IT assets (software, hardware and

infrastructure) (White, 2021).

Thus, there is a growing demand for the use of information technologies that are turning into
strategic driver, which has caused the need to improve IT management in financial
institutions. In order to increase the level of implementation of FinTech, the banking sector
companies need to change their strategic approach to the introduction and use of IT in their
activities. There are still some companies that have insufficient level of strategic

management of IT resources, when IT decisions are made in isolation, do not correspond to
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strategic goals and objectives. Low level of IT resource management limits the speed of

business response to the needs of the market and consumers of financial services.

AK BARS Bank is a thesis case company that faced the problem in the process of
implementing the business strategy for 2016-2021that the main goal was not achieved, and
pre-determined risks were partially realized. However, both the business goal and the risks
were associated with IT. The case study analyses the process of developing an IT strategy in
order to identify the main problems that led to the inefficiency of the business strategy. Based
on results of case study, strategic and operational recommendations from the point of view

of the IT strategy are provided.

1.2 Research gap

The issue of managing IT as a strategic recourse is quite acute (Nissen, Lezina, Saltan; 2018),
and so far, many experts cannot come to a consensus on how to manage IT strategically,
especially as part of strengthening the role of the IT maintenance function in strategic IT
management (Marrone and Kolbe, 2011). Such assumption is also possible to make based
on the variety of proposed models and frameworks for developing IT strategies proposed by
considered in the following master thesis business experts and researches (Overby, 2017,
Shiple, 2011; MCSC, 2011; Colton de Vos, 2020; Hajela, 2020). The overviewed methods
of IT strategy development are designed for companies of various types of activity, but they
are based on different approaches. Some of them are developed from business perspective,
others from the point of view of IT department or IT Service Management (ITSM)
frameworks. However, there are more than 2 parties that should be concerned in the

development and implementation of IT strategy.

Thus, the research gap that there is no unified approach and method to the development of
an IT strategy, where it would be possible to take into account both business and IT needs,
IT management frameworks and other important factors for the successful implementation
of IT strategy. Current methods can only complement each other, but they are based on
completely different approaches. In this master thesis, based on the overviewed approaches
and methods of IT strategy development, a more concise, but at the same time capacious

approach and method of IT strategy development is provided, strengthened by description
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IT strategic plan and the Model of the importance of IT strategy for the company's

stakeholders and their typical expectations.

1.3 Research aims, objectives and scope

The process of enhancement of the strategic management of IT means improving the
approaches and methods of the IT strategy development process used in the company. In
order to solve case company problem, the following research aim is set: to develop an
approach and a method of IT strategy development, based on both business and IT needs,
and provide a practical approbation by conducting a case study of AK BARS Bank. To

achieve the considered aim, the following research objectives are set:

1. Overview the role of IT strategy within the strategic business management and

analyse IT support function;

2. Identify and compare approaches and methods of IT strategy development that

proposed by IT experts and managers, consulting companies and researchers;

3. Develop an approach and a method of IT strategy development and provide a

practical approbation by conducting a case study of AK BARS Bank.

1.4 Research questions and research methods

To achieve the set objectives, the following research questions were identified:
1. What is a role of IT support function in terms of business strategy?

2. What aspects are needed to be considered in approaches and methods of IT strategy

development to use IT as a strategic business driver?

3. How is the process of IT strategy development in AK BARS Bank is organized and
what recommendations could be provided in order to enhance the role of IT support

function as strategic business driver?

12



These questions are addressed to the research objective of IT as a strategic business driver,

the research unit is AK BARS Bank.

First, in order to answer the research questions and provide a justification of the theoretical
basis of the study, the literature review is provided. It is focused on collecting extensive
literature on the role of IT strategy within business strategy, the role of IT management
within IT strategy, approaches and methods of IT strategy development and implementation
assessment: books, scientific and business-related articles, internet resources. The literature
review includes the following main steps: search for relevant literary sources in scientific
publishing houses, online libraries and on the Internet; reading selected resources, analysing
and highlighting relevant information for research; an overview of the relevant thoughts of

the authors in the text of this work.

Then, based on the literature review, a methodological base of the IT development and
analysis has been formed. The method of the case study (Yin, 2009) was chosen in
accordance with the aim and objectives of the research. The following methods are used to
conduct the case study of AK BARS Bank and a detailed description of the application of

these methods used in the case study is given in methodology chapter:

— Research based on the analysis of secondary data of the company's internal
regulatory documents describing the strategy and business processes, regulations
and organizational structure and other internal reports of AK BARS Bank;

—  Survey of internal customer to provide an analysis I'T support function satisfaction;

— Observation of the IT department processes in the form of personal presence in the
performance of official duties;

— Interview of IT managers, IT personnel and business representatives on IT

processes, business and IT alignment issues, etc.

1.5 Research structure

To organize the clear structure of the work, the following master thesis is divided into 6
chapters. The description of inputs and outputs of proposed thesis structure is presented in a

table 1.
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Table 1. Input-output logic of the thesis structure.

Input Chapter Output

Research background,

Initial overview of the background ) gap, aims, questions and

Introduction .. .

and research framework objective; the thesis
structure

Literature review on the role of IT

strategy within business strategy, | Approaches and

the role of IT management within | methods of information | Theoretical basis for

IT strategy, approaches and technology strategy achieving the research

methods of IT strategy
development and implementation
assessment

development and
assessment

aimm

Theoretical foundations

. : . . . Approach and the
Theoretical basis for achieving the | of information PP
i method of IT strategy
research aim technology strategy
development
development
Case study of Practical approbation of

Approach and the method of IT
strategy development

information technology
strategy development
and implementation of

the approach and
method,
recommendations for

AK BARS bank case company
Research aim, research questions, Theoretical novelty,
) : Results
theoretical basis of the study future research prospects
Interpretation and
Research results Discussion implications of research
results
Conclusion on the
Research results and research ) research, limitations and
Conclusion

questions

future prospects of the
research
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2 APPROACHES AND METHODS OF INFORMATION
TECHNOLOGY  STRATEGY DEVELOPMENT  AND
ASSESSMENT

This chapter overviews the main theoretical provisions that are related to the issues of the
relationship between business and IT strategies, methods and approaches for IT strategy
development. In order to study these issues, an analysis of the various views on the role of
IT strategy in strategic management of a company, analysis on the relationship between

business and IT strategy is also provided.

2.1 Overview on the role of IT strategy within the business strategy

This subsection is devoted to the analysis of various views on the role of IT strategy in
business. To ensure the analysis, the issues of the essence of strategic planning, the
classification of strategies by levels, as well as the question of the goals, necessity and
prerequisites for the development of an IT strategy are considered. The analysis of the
relationship between the IT strategy and the business strategy is provided and the differences

if IT strategy from the digital business transformation strategy are considered.

2.1.1 The essence of strategy and strategic planning

Considering the question of the essence of strategy, it is necessary to pay attention to the
definition of the term strategy and underline the main idea of scientists who have made a
special contribution to the development of strategic planning at the stages of the emergence
of the scientific thought of strategic management. Chandler (1962) points out the strategy as
a relationship of goals and ways to achieve them. Ansoff (1965) reveals the strategy through
the prism of a formal plan for decision-making. Andrews (1971) declares that the strategy is
a description of the transition of a company from current to future state. Porter (1980) when
considering the issue of strategy, reveals it through five competitive forces. Pearce II and
Robinson Jr. (1982) focus on the aspect of rivalry and assign the questions of the purpose of

strategy: against whom, how and why the company should carry out business activities.
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Mintzberg (1987) stated that the strategy is shows how company interacts with the external
business environment. Bryson (1995) claims that the strategy is a description of all business
aspects of a company. Thompson and Strickland (2001) identified strategy as actions done

to achieve the business objectives.

According to the research of selected authors (Nag, Humpback, and Chin 2007; Mekic,
2014; Yu 2021) who criticize or confirm the relevance of the above definitions, we see that
the question of the essence of the strategy is still open and acute. In this study, this issue is
considered through the prism of IT strategy. For example, Kvint (2009) defines strategy as
"a system of finding, formulating and developing a doctrine that will ensure long-term
success if followed faithfully" (p. 17). Rycev (2014) defines strategy as a logically justified
and time- and resource-balanced description of the target state of an organization and a set
of ways to achieve it, indicating the composition, sequence of actions and the material and

non-material resources necessary for their implementation.

Thus, the strategy consists of three main parts: planning, decision making and realization.
According to the theory of management, planning by time period is divided to 2 main groups:
planning in short-term is considered as tactical and in long-term is taken as strategic.
Mintzberg (1994) describing the term "strategic planning" emphasizes on the fundamental
contribution of Ansoff (1965) and the further development of this direction in 1990s.
However, he stated that the strategic planning was misunderstood by the definition "a
thorough self-examination regarding the goals and means of their accomplishment so that
the enterprise is given both direction and cohesion" (p. 3), because it should have been named
as a strategic programming — "the articulation and elaboration of strategies, or visions, that
already exist" (p. 3). In other words, strategic planning is a process of adaptation and
formalization of already developed strategies according to business requirements and market

agenda.

In turn, tactical planning is the decomposition of a strategic plan in the form of clear tasks
and ways to accomplish them in order to achieve strategic goals. "Strategy is not the
consequence of planning, but the opposite: its starting point" (Mintzberg, 2000). Thompson
and Strickland (2001) have established the definition of organizational strategy by
development the model of Strategy Pyramid, where the introduced four levels of strategy.

The pyramid has four levels and shown on figure 1.
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)

The Board of Directors
0]0) rate

Top-management

Heads of major
functional activities

. Heads of regions and
Operating departments within
functional areas

Figure 1. Strategy pyramid for diversified company (Thompson and Strickland, 2001, p.

52).

Each level of Thompson’s and Strickland’s strategy pyramid has unique objectives,

stakeholders and scope:

Corporate strategy is aimed to define the scope of the business activity, including
market and industries. The objective is to determine issues of diversification,
acquisitions, investments and recourse allocation. The corporate strategy level is only
applicable for diversified company. If company has narrow field of activity, the top-

level is business strategy;

Business strategy is aimed to define the long-term perspective for the company. The
objective is to provide a solution for obtaining competitive advantage over rivals with
the use of different aspects as trends, technologies, consumer, legislation and other

important external factors affecting business efficiency and profitability;
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— Functional strategy is aimed to establish the detailed deployment of resources and
are designed to achieve departmental goals and objectives, which are a consequence

of the business strategy;

— Operational strategy is representing a narrower strategy for regional offices, or

departments within departments.

Thus, an IT strategy is a functional strategy that determines how information technology
should be used to achieve the goals of the IT department, which are based on the needs of
the business. In order to provide a deep understanding of the points of contact between IT
and business strategy, the next paragraph analyses the relationship between these types of

strategies.

2.1.2 Relationship between IT strategy and business strategy

The rapid development of information technologies and the growing digitalization of every
business sphere make IT strategy no longer auxiliary, but necessary. This means that they
need a reliable, consistent and proactive IT strategy to expand IT capabilities and enhance
synergies within business processes. The business strategy is no longer sufficient to meet the
current needs of the business and the market, because of this, the alignment of IT and
business strategy has become crucial for the success, instead of being just a part in the form

of a functional strategy (Rachinger, 2018).

Cambridge Business English Dictionary (2022) understands by IT strategy "a detailed plan
about the computer systems needed to make an organization effective, their cost, the skills
needed to use them, etc". Gartner (2022) consulting company defines IT strategy as a
"discipline that defines how IT will be used to help businesses win in their chosen business
context". Solozobov (2018) understands IT strategy by "a document that defines how to use
IT as efficiently as possible to achieve the company's strategic business goals in the planned
period (from six months to 3-5 years) and includes the I'T mission, goals, objectives, methods
and resources for the development of IT infrastructure, IT services and IT projects in the
company". Baginskiy (2010) determines IT strategy as "a strategic management plan for the
development of information technologies of the company, aimed at meeting the needs of the

business and achieving the set goals for the development of information technologies used
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in the company". Hajela (2022) understands by IT strategy "an approach to create an

information technology capability for maximum, and sustainable value for an organization".

Experts note that in the business world, IT strategy is responsible not only for the functional
strategy, but also for the process that ensures the transfer of information and information
systems through the company's business processes (Chen et al., 2010; Bharadwa;j et al.,
2013). Nash (2012) noted that there is an urgent need for independent IT departments that
strategically plan their role in the business of companies. Zarnekow et al. (2005) noted that
the development of an IT strategy is aimed at planning, developing and implementing IT
technologies in a company, but now it is undergoing significant changes due to the
industrialization of IT and the transformation of business into a more service-oriented and

technology-oriented one (Walter et al. 2007; Gartner 2008).

Hence, IT strategy has been defined as the implementation of plans that include tactics,
principles and goals regarding the use of IT in organizations. IT strategy should be consistent
with the general goals and is based on the scientific principles of technology. These goals
are related to what the organization wants from its IT strategy and depend on the application
of robust technology practices. In addition, based on the definitions considered the IT
strategy of an organization must complement its business and corporate strategies, and these
cannot exist in isolation, but rather must work in synergy. IT strategy proceeds from the
general goals and mission of the company, and is aimed at achieving the best results in the
core activities of the organization with the introduction and use. IT is necessary that the IT
strategy meets the real IT needs of employees of certain organization, starting from ordinary

employees and continuing with top managers and founders of the organization.

Experts (Baginskiy, 2010; Solozobov, 2018; Mikhailov, 2021) define various objectives for
IT strategy development that consider the following: increasing business benefits from using
IT, the transparency of business processes, including the information flows; creating
conditions under which IT resources can be used as efficiently as possible, including return
on investment; and reduction of IT costs and risks (on business in general, on IT in
particular). Colton De Vos (2020) emphasizes that the alignment of IT and business
strategies should be achieved in order to implement all initiatives that lead to obtain the

desired results: sufficient IT support response time; improving customer experience and
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offering wider range of products and services by digital channels; better workflow;

leveraging automation, etc.

The need to develop an IT strategy should not be underestimated. Mikhailov (2021) among
the main reasons defines: the existing informatization system does not meet the real needs
of doing business; the existing IT strategy is already outdated due to the rapidly changing
business environment; new divisions emergence, expansion of activities, opening of new
offices and branches, general structural and organizational transformations, etc. However,
there is also a limitation which indicates that there is no need to develop a strategy at the
moment of the company's development. If the current state and development trends of an IT
in company do not satisfy business requirements at all, then digital business transformation

strategy should be accomplished.

2.1.3 Differences between information technology strategy and business digital

transformation strategy

Muzyka et al. (1995) laid the foundations by defining a business digital transformation
strategy as "a fundamental change in organizational logic, which resulted in or was caused
by a fundamental shift in behaviours". Therefore, IT strategy and digital business

transformation strategy should be distinguished. The author differentiates the digital

transformation strategy by the volume of changes into four categories, presented on a figure

2:

« improvement of existing business
processes and radical revision of the

4' Regeneratlon busines development direction and
portfolio of available opportunities

« obtaining of the efficiency,
effectiveness and innovation potential

3. ReneWIHg by empowering employees without a

clear focus on the desired results

« improving efficiency without

. improving the ability to achieve long-
2 . ReSthturlng term goals and take advantage of
opportunities
. . . * Increasing efficiency through more
1 . Relnglneerlng active involvement of the workforce

Figure 2. Business digital transformation Strategy concepts. Adapted from Muzyka et al.

(1995).
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Other authors have developed this issue more deeply, since the need for digital business
transformation has arisen very acutely (Bharadwaj, El Sawy, Pavlou, and Venkatraman,
2013). Besson and Rowe (2012) defined this aspect as "a process that engenders a
qualitatively different organization" (p. 103). These authors approve the previously
overviewed types of digital transformation strategy. According to Henderson and
Venkatraman (1999) this phenomenon is considered as a strategic necessity to achieve
favourable or even higher levels of organizational effectiveness through the use of IT
technologies. However, this effect is not achieved if the implementation is violated (Gerow

etal., 2014).

The idea of using digital technologies to improve business results is also the basis of most
scientific papers in this field. Experts (Tan, Pan, Lu, & Huang, 2015; Duerr, Wagner,
Weitzel, & Beimborn, 2017; Clohessy et al., 2017;) distinguish the analytics, cloud
computing, digital platforms as the driving forces of digital transformation. Wessel, et al.
(2020) have provided in-depth study of the essence of business digital transformation and
have developed a framework of steps and stages of the process, which is presented in a figure

3:

Technological

Change
(. ) Transformation Agenda Transformation Activity
Environmental New

Context | | ey Organizational
C ) ) v (re)defines

drives or ?r(:isztgt]i%nal initiates | New Identity leverages IR Digital 1 Value Emergence L]
gl dentity Claim Technology | SuPPorts | Proposition of
. J . J . \ J

Organizational \ [

Context 4 \

/

/ refines imposes |
Impositlon & Reconciliation

Reconcmatlon acﬂvales Work Practlce
Action Change

J

Figure 3. Process model of business digital transformation (Wessel, et al., 2020, p. 35).

The authors identified four main stages: analysis of which technologies should be selected
and implemented in accordance with the business context; development of the

transformation agenda (plan); implementation stage, which includes two stages: certain
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actions and the survival of changes. The issue of settling radical changes is an acute problem,
especially in organizations that have already faced the problem of digital business
transformation, since people are already used to the current processes and most likely will
not want to change, because they are used to doing everything the old way and do not see

the need for such a transformation.

Thus, the IT strategy is focused on how to respond to business requests efficiently and ensure
the work of the IT department, meanwhile the digital transformation strategy represents a
detailed consistent project plan of transition from the current state of the company to the
desired (target) using digital technologies. This process is deeper and more comprehensive,
as it is related to the radical change of the company using the digital technologies. IT strategy

is more related to the improvement of the IT response to business needs.

2.2 Analysis of the role of IT support function in the strategic management of IT

This subsection is devoted to the role of the IT support function in the strategic management
of IT resources. To ensure the analysis, the question of IT as a strategic driver, IT assets
management system are considered. The analysis of the role of IT department in terms of IT

support is provided and IT support management frameworks are considered.

2.2.1 IT as a strategic driver in strategic business management

"IT is not anymore just a supportive tool but also a strategic driver for the business. In the
dynamic and competitive world of todays, it is crucial for organizations know how to govern
IT rather just to use it" (Aasi, 2018; p. 1). IT management system is designed to manage the
performance and risks that create value for organizations and ensure that planned alignment
of IT and business needs is on track. Therefore, IT management deals with the identification,
creation and linking of the mechanisms of Information systems, both to manage risks and to
ensure that their performance complies with the declared goals (Spremic, 2009). Hardcastle
(2011) asserts that a computer system depends on business users and IT specialists, hardware
and software, data and networks to carry out all type of IT management activities that

transform IT resources into products that creates business value for the organization.
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IT asset management (also known as ITAM) is the process of ensuring that an organization's

assets are accounted for, deployed, maintained, upgraded, and disposed of when the time

comes (Atlassian, 2022). According to White (2021), IT asset management involves

methods and strategies for controlling, managing and optimizing Information systems,

equipment, processes and data belonging to the enterprise. As part of an IT strategy in terms

of asset management, I'T departments implement, monitor and maintain IT assets.

Gartner (2018) defined that efficient IT asset management leads to the following benefits:

Provides a single source of information. The data quality issue is acute for business.
Companies use a variety of systems, but at the same time the data in them can be
duplicated, complement each other or, conversely, mutually exclusive. If there is a
properly built IT asset management system, IT employees can focus more on tasks
for the development and improvement of business activity. Asset management puts

things in order and provides a single source of information for both IT and business;

Improve utilization and eliminating waste. Asset management constantly procures
recent information about information systems and the state of infrastructure, which
avoids unnecessary purchases and reduces support costs. Enhanced system of ITAM

also ensures compliance with safety regulations and legislation that reduces risks;

Improve performance without compromising reliability. Increased dependence on
platform and infrastructure services forced management of service consumption on
demand. Through enhanced control, transparency and shared responsibility, IT
department can decrease overconsumption by providing over-allocation of resources,

while avoiding extra costs;

Support ITSM practices and enable interdepartmental interaction across
organizations. ITAM is essential to support IT processes, including change and
incident management. The introduction of ITAM and ITSM practices enables the

company to innovate and achieve results faster.

In today's business environment, the vision and goals of the company must be supported by

the strategy of the IT department. However, instead of introducing innovative technologies

to implement a business strategy, the traditional IT department focuses on managing day-to-
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day operational tasks. When IT becomes a strategic asset, the attention of the IT department

is focused on the implementation of the company's vision (Phocas, 2022).

Nicolette (2017) has defined the following key features of IT as strategic asset:

— Strategic IT assets are in use for a long time, meanwhile tactical assets have a little

or even no impact on business activity;

— Establishment of long-term partner relationship with IT supplier in order to get a
maximum value of IT strategic assets use, meanwhile tactical assets don’t require

such conditions in terms of effective use;

— Strategic assets host data and algorithms that create a competitive advantage for
business; tactical assets are only a transmission channel of information into strategic

systems;

— Strategic assets need higher security than tactical assets due to the relative risk of

damage in the event of a breach.

Thus, IT assets become the strategic driving force of the business. To effectively manage
them, the company's IT management system should focus on managing IT assets as part of
an IT strategy. The ITAM function is assigned to the IT department as a part of IT support
function, so the role of IT support should not be underestimated. Instead of just a business

activity, this area should become a key driver of change and a key factor in business success.

2.2.2 IT support function within the IT strategy

According to Vasilev (2007), effective work of the IT department is a key factor in the
successful implementation of the IT strategy. The role of the IT department, as well as the
IT itself, varies significantly depending on the industrial affiliation of the company.
However, any IT department performs two main functions: maintenance of the existing IT
infrastructure and its development, including the introduction of new information systems;

training of end users.
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Most companies rely on the IT department to make sure that their computer network is
working properly and connecting well. The IT department has three main areas of activity,
namely: IT and information system (IS) management, maintenance of the infrastructure and
IS, securing and increasing functionality of IS (Indeed, 2021). These areas define the

following responsibilities, presented of a figure 4:

Administration

Company website

. Technical support
maintenance

Programming and
IS development

Communication

Figure 4. IT department responsibilities (Indeed, 2021).

As we can see, Indeed (2021) define five main areas of responsibility and technical support
is presented as a separate function of IT department. Depending on the type of business,
these features described above may vary, and some of them are outsourced. According to
(Gartner, 2022), "IT outsourcing is the use of external service providers to effectively deliver
IT business processes, application services, and infrastructure solutions to achieve business
results". Company needs to provide efficient supplier procurement strategies and visions,
choose a confident counterparty, structure contracts on the best terms and manage

transactions in order to establish lasting and mutually beneficial relationship with suppliers.

Violino (2019) defines utilities as the main resource used by enterprises to meet all aspects
of the needs of an organization's IT infrastructure. Service providers usually carry out a
business survey or a preliminary analysis of the company's needs and budget with the aim
of creating a customized solution.IT infrastructure service providers can provide a wide
range of services, from cloud computing and cybersecurity to physical infrastructure and

communication equipment. In this case, infrastructure service providers can also facilitate
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the introduction of new hardware, software and cloud services to support the IT resource

management function.

The IT Support function is part of the IT Department followed by the development,

implementation and support of the information systems. I'T support department usually deals

with the following work areas: system and network administration, applications/software

support. The IT support service is an important element of the company's structure, as it

ensures clear communication and prevents users from having various problems or solves

them if they already exist.

To make IT support function in company effective, Patterson (2022) suggests the following

aspects:

Constantly Exceed Customer Expectations. To stand out from the competition, the
company must constantly meet and exceed the expectations of internal customers

through timely and detailed responses and a high level of service;

Create a knowledge base. Knowledge base development process takes a lot of time,
but thanks to the investment of time and effort, internal customers will be able to find
answers to the most common questions, thereby reducing the burden on support

services;

Structure the IT support department according to business processes. A two-tier
system is the first option to consider. This one consists of quick solutions and more
complex cases. In such a scenario, all requests are handled by Level 1 agents. These
representatives should react quickly. Such specialists should be ready to explain most
things to users and customers and solve small and medium-sized problems. If there
are larger requests that require additional research and more attention, Level two
representatives should be involved. This is usually a small but more professional

team with in-depth knowledge of a product or service;

Integrate support with the product and the company. The goal of a customer-oriented
company should be to create systems in teams that support excellent service, so that
customer satisfaction is more the automatic result of conducting business, and not

accidental with the help of IT support. To achieve this, the IT strategy should be
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aimed at bringing the decision-making process to the forefront, attracting the
attention of business and IT, automating processes that are convenient for customers,

and creating conditions for feedback.

Thus, IT support functions within the framework of the IT strategy, one of the main parts is
to create conditions for the smooth operation of Information systems within the framework
of user service, solving IT tasks of customers, maintaining the system, etc. I'T support is an
important part of the IT management system and can act as one of the key factors of change
as part of the IT strategy. Next, approaches to managing the IT support function within the

IT management system are considered.

2.2.3 IT service management frameworks

IT Service management (ITSM) refers to all the activities and regulations on how to manage
and implement IT services in company. At the same time, the goal of ITSM is to constantly
ensure and enhance the provision of IT services in accordance with the business needs (Shiff,
2021). Companies often use standart frameworks and systems to ensure service
management. To cover both centralized and decentralized systems, organizations can choose

from a variety of IT management systems, many of which are considered ITSM systems.

IT Infrastructure Library (ITIL) is a ITSM framework that provides organizations with
recommendations on how to use IT to meet business needs. ITIL 4 offers the service
management experience, combined with essential practical knowledge on how to adapt
services in accordance with business environment, including cloud computing and agile
technologies (Bigelow and Montgomery, 2022). ITIL service value system (SVS) provides
an operational model for the creation, provision and continuous improvement of IT services

(ITIL 4, 2019).
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The four-dimensional model describes a balanced approach to ITIL SVS by the following

dimensions that are presented on the figure 5:

( oy . . \
ePolitical factors ] ( eEconomic
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Figure 5. Four dimensions of service management (ITIL 4, 2019).

Thus, IT products and services that are provided by company for both internal and external
clients are affected by six external factors that outside the company's area of responsibility
and do not depend on its capabilities, but rather determine them. As an internal factors, ITIL
4 (2019) defines four factors, among which are technologies that used in a company. The

level of development of such technologies directly affects the final product and service.

Control Objectives for Information and Related Technologies (COBIT) is framework that
describes how to design and implement management of IT recourses in order to create,
monitor and improve the implementation itself, as well as to provide risk management
solutions (COBIT, 2019). The COBIT basic model contains 40 management goals that create
an effective system of strategic management of IT resources, align IT activities with business

goals and manage security, risks and information.
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Microsoft Operations Framework (MOF) is an IT management library describing the
processes of management and IT departments. It includes recommendations for the entire
lifecycle of a specific IT department, which allows organizations to achieve full reliability
and availability of It services (Microsoft, 2009). The main goal of MOF is to provide
conditions in which company can use IT effectively to achieve operational maturity. Service
Management Functions (SMF) is a process model within MOF that provides clear guidelines
for the use and maintenance of the IT environment, which is based on the division of IT

operational procedures into four dimensions, presented on a figure 6:

Monitor, control, manage,
and administer daily
service solutions

Identify, diagnose, assign,
track, and resolve
incidents

Cperation

Optimisation

Maintain the IT and
business alignment,
including performance
analysis, staff assessments,
review incidents. etc.

Identify, review, approve,
and incorporate change
into IT governance

Figure 6. Four dimensions of SMF (Microsoft, 2009).

Thus, Microsoft (2009) defined the IT support function as identification, diagnosis,
assignment, tracking and resolution of incidents. The SMF function refers to a specific stage
of the life cycle and has a unique set of goals and results that correspond to the goal of this
stage. The readiness of the IT service to move to the next stage is determined by management
analysis, which is designed to ensure that the goals have been achieved properly, and the IT

goals correspond to the goals of the organization.

MOF covers all actions and processes of IT service management: planning, development,

use, maintenance and decommissioning. In the MOF, these actions and processes are
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organized in the form of IT service management functions (SMF functions), which are
grouped by stages reflecting the life cycle of an IT service. IT departments can use the
guidelines for production, operation and maintenance of IT services, ensuring that the

expected commercial benefits from specific IT investments will be obtained.

The Open Group Architecture Framework (TOGAF is a framework defines business
objectives and provides an alignment with software development processes and IT
architecture to improve business and IT efficiency in order to successfully implement new
information technologies in an organized manner (TOGAF, 2018). TOGAF is focused on
the development of IT architecture, and its goal is to help companies establish a clear process
in four areas that offer different architecture for the company: value creation, information

systems, data and information technologies.

Cater-Steel et al. (2006) described possible motivation and problems for the implementation
of ITSM frameworks and identified the following factors: lack of management support;
personnel resistance and need of cultural changes; delays in selection of the appropriate IT
solution and problems of managing resources (time, people and budget). Contrariwise, Iden
and Langeland (2010) outlined factors for the efficient implementation of ITSM: leadership
support, improving competence of employees, ensure communication, stakeholder
engagement and the ability to change organizational culture. Marrone et al. (2010) defined
factors that are considered as advantages of ITSM frameworks implementation: increased
customer satisfaction and quality of service; optimization and standardization of internal IT

processes; increased efficiency and return on investment.

Overviewed ITSM frameworks pursue different goals, each of them has its own advantages
and objectives. However, choosing a single ITSM structure is not the best option, it is better
to combine the advantages and try to prevent contradictions. For example, ITIL provides
excellent detailed recommendations for implementing processes, although they may not be
so good when it comes to setting goals and managing them. COBIT, on the other hand, does
an excellent job of managing and setting goals, although it does not provide many details

about the implementation processes.

30



2.3 Approaches and methods of IT strategy development and assessment

In this chapter, a study of approaches to the development of an IT strategy and an IT strategic
plan was conducted; the relationship between the strategy and the plan, as well as main
components of IT strategic plan were analysed. The methods of assessment of strategy
implementation are considered as the final stage of the strategy implementation, within

which the problems of the implementation of the strategic plan are identified.

2.3.1 The essence of IT strategy development process

Developing a reliable and comprehensive IT strategy is nontrivial task, as business needs
and ambitions must be balanced with existing IT capabilities for implementation. If
company’s IT are limited, they should change them first. The description of actions
regarding what should be changed and where to move within the framework of the IT
strategy is described in the strategic IT plan. It is presented in a form of a document, that
"defines the overall goals, the strategies that support those goals, and the tactics that are
needed to execute those strategies" (Colton De Vos, 2020). According to Hertvik (2022)
strategic plan is "a framework that guides an organization in making decisions and
implementing solutions that create meaningful value, support the business strategy, and meet
organizational goals", meanwhile tactical plan is "focused on specific information for what

must be done.

Thus, strategic plan is a general stable schedule to address the process of change between
the current and target state of IT, along with compliance with best practices. It is divided
into several parts that outline specific steps by deadlines and intermediate results to achieve
the goal. Each part is supported by a flexible and quickly adaptable tactical plan, which
consists of a description of what and how needs to be done in order to achieve the business
goals set for IT. There are several approaches on how to develop an IT strategy that were
defined during the analysis of literature. It is possible to agree in advance that the list
presented below is incomplete, since in reality diversity is limited only by the creative
potential of experts, scientists and representatives of companies who are responsible for IT

strategy development.
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The following groups of IT strategy development approaches are defined during the

literature review:

The absence of an IT strategy, management decisions are made as necessary and on
the initiative of the business and without any prior analysis, and also could be based
on following trends. However, for large enterprises, the lack of an IT strategy can be
a problem. Mikhailov (2011) stated that the effectiveness of business support in the
absence of an IT strategy is low, which usually leads to dissatisfaction with both

users and IT personnel and the management of the enterprise.

The IT strategy is determined by the business strategy and general strategy
development approaches. Such approaches are proposed by Thompson and
Strickland five tasks of strategic management (1991): develop a strategic vision and
mission; set objectives; craft a strategy to achieve objectives; implement and execute
strategy; monitor, evaluate and take corrective action, by Mintzberg’s "5 Ps": plan,
ploy, pattern, position and perspective (1987), etc. IT strategy also could be
developed by identifying company’s Critical Success Factors (CSF) to develop
market-driven strategy. The use of CSF approach to develop an IT strategy was first
investigated by Martin (1990) and then successfully implemented by PWC during
several projects (Wijngaarden, 2015). This group of methods is applicable both for
an individual IT companies that has information or technical means as a final product

and for IT departments of organizations;

IT strategy is determined by the Information Technology Service Management
(ITSM) Frameworks. ITSM is a field of knowledge about managing the activities of
an IT department based on two prerequisites: result of the work of an IT department
is presented as a set of IT services; the main form of organizing the work of an IT
service is a set of business processes. ITSM is developed and reflected in the
standards and frameworks of ISO/IEC 20000, ITIL, COBIT, etc. One of the stages
of developing of ITSM in a company, is development of strategy, according to the

rules of standards and frameworks (Atlassian, 2022).

Business and IT Alignment. This implies a possible revision of the company's

strategy, taking into account the capabilities of IT. This approach is quite
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complicated, but it allows to develop the most effective IT strategy. Within the
framework of this approach, the mission and vision of the IT department is being
developed, determining the main directions of development, as well as specific goals
and objectives for the next 2-4 years in the following areas: information systems, IT
infrastructure, IT Management (organizational structure of IT services, IT processes,

etc.) (Charoensuk et al., 2014).

Thus, there are different approaches to developing an IT strategy. It can exist as a separate
functional strategy, be part of a business strategy, or not exist at all. The highest degree of
elaboration is that the IT strategy is determined by the ITSM framework, but it is also
necessary to take into account the business and IT alignment. The combination of these

approaches can bring effective results.

2.3.2 Overview of IT strategy development and IT strategic plan frameworks

Each expert or company defines its own concept of IT strategy development. For example,

Overby (2017) highlights the following steps of IT strategy development:

1. Start with business strategy. It this part the author suggests to provide an assessment

of the changes needed for the achievement of business goals;

2. Plan the planning process and strategize swiftly. By that he emphasizes that there is
a need to establish a plan of developing of IT strategy, but "spending too much time

to develop it can also be dangerous";

3. Focus on the mid-term horizon. In terms of rapid market and technologies shifts, the

author suggests not to focuses on long term, but mid-term horizon (2-3) years;

4. Nail the key components. In this part the experts should define the aspects that they

will focus during the development of IT strategy;

5. Build metrics for success. Overby (2020) emphasizes the role of the need to measure

the level of success of IT strategy implementation;
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6. Tie guiding principles into corporate vision. The main idea of this part is not to forget

about the corporate vision in order to set decision making guidelines;

7. Match planning frequency to the cadence of the business. Overby proposes to
develop rules for reviewing and adjusting the strategy suitable for the specific

business sphere.

Overby proposes the following components of IT Strategic Plan, presented on a figure 7:

Governance in
order to achieve
the goals

People, staffing
and
partnerships

Organizational
changes

Discussion on
risks and other
issues

Investment
portfolio map

Time frames
and goals

Figure 7. Key components of IT strategic plan by Overby (2020).

Overby (2020) defines six main parts of IT strategy plan. The first part — people, staffing
and partnerships describe human recourses that are involved in the realization of IT strategy.
Then organizational changes contain actions that must be performed to achieve a strategic
goal, with a description of management responsibilities and necessary investments. In order
to control the implementation of the strategy, the author establishes a part that describes the
goals and time period for their achievement. In the end, the author highlights the description
of possible risks and other problems which could arise during the implementation of the

strategy.

Overby’s approach raises two important aspects: horizon of planning and frequency of for
reviewing and adjusting the strategy. Due to the peculiarities of the IT sphere, special
attention should be paid to these factors and always make sure that the strategy is achievable
and relevant at the same time. The question of the structure of ITSP is revealed by the focus

on key components. The author emphasizes the importance of people (IT personnel and

34



Business users) and organizational changes needed to be done in order to achieve the IT

strategic goals.

Another point of view is given by Divurgent company represented by its expert Shiple

(2011). He defines the following concept of IT strategy development:

1. Level-Setting. Collecting company data using interviews, benchmarking, search for
external drivers and analysis of current Information system; and data-processing
through education workshops to ensure that decision-makers have enough

background information to participate fully in planning process.

2. Future State/Gap analysis. The company suggests to provide the analysis and develop
the target state by the following aspects through consensus workshops with top-
managers: governance; transformation process; business needs alignment;

meaningful use; infrastructure.

3. Development of Strategic Plan. The expert suggests to focus on the following
aspects: opportunity validation; benefits and their prioritization; development of

implementation plan.

It is worth mentioning that Divurgent considers that the future state and transition plan
should be developed for 3-5 years and the resources should be allocated by month and per
project. The strength of this approach lies in the clear division of work on the development
of an IT strategy into 3 stages: preparatory, analytical and the actual stage of strategy

development.

Microsoft Support and Consulting Services (MSCS) have also proposed their own IT

strategy development framework in 2009. It includes the following stages:

1. Development of an IT strategy development process plan. This stage is aimed at
planning activities, providing an overview of existing documents, compiling a list of

assets, technologies and defining strategic IT goals.

2. Assessment of IT needs. The purpose of this is to map the requirements of the areas

for its use based on the conducted research.
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3. Mapping of the desired situation. Step of defining the new competencies and
requirements that the IT area must have and prioritize to meet the needs raised in the

previous phase.

4. Development of strategic plan for IT. It aims to structure the "master" plan of IT

activities and priorities for the period considered.

5. Implementation and monitoring. Based on the goals determined by the IT Strategic
plan, company will be able to define and establish implementation and monitoring

plans for the execution of prioritized activities.

Unlike Divurgent approach, Microsoft has developed more detailed steps similar to the five
basic principles of planning, which allows to cover most of the gradual implementation and
collect the necessary amount of information for the next steps and avoid the occurrence of
typical planning errors: deadlines and budget overruns, hidden problems, etc. The

description of IT strategy plan according to Microsoft is presented in the table 2.

This plan includes information about the method of developing an IT strategy, as well as
regulatory regulations that have been used as restrictions or have been implemented for the
development of an IT strategy. The next group includes a detailed description of the
company, IT service, current and desired state of the IT infrastructure. To do this, various
analytical methods are used, presented in the "Components of element section (if applied)"

in table 2.

The "Information about the IT Department" element allows to fully analyse the strengths
and weaknesses of IT in the company using the SWOT analysis of the IT department and
the analysis of Critical Success Factors (CSF). It also includes a detailed description of how
to implement the IT strategy, the responsible official and update frequency. Then, from the
Current IT unit architecture, gradually describing the current state of IT and planning the
Desired IT architecture, it is possible create exactly the target state that will allow to achieve

IT goals that are aligned with business goals.
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Table 2. IT strategy plan description by MSCS (2009).

. Components of element
Element Description . .
(if applied)
Introduction Purpose, objectives, the context and overview of the IT unit
Related . . . .
. Declaration of compliance with laws and regulations relevant to the plan
regulations
Applied o Lo .
Description of the methodology applied in the preparation of the ITSP
methodology
o ational chart with Mission and vision of IT unit
. rganizational chart wi — :
IT unit £ . ) ) Organizational structure of IT unit
. . description of the unit's main : -
information o . SWOT-analysis of IT unit
activities and functions —
Critical Success Factors (CSF)
Service, software and application, data and
information, infrastructure and network,
information security architecture
Human resources profile, diagnostics of personnel
Diagnostics of self-service (service desk), internal
and external services
Current IT unit | Description of all IT unit Investments and costing, general IT budget
architecture architecture by categories Review of existing contracts
Diagnostics of IT management maturity by the
following aspects: Information, Infrastructure,
People, Processes, Technology
Analysis of IT needs raised in the process:
information and services, personnel planning,
action planning
Service, software and application, data and
. L . . information, infrastructure and network,
Desired IT Description of desired IT unit . . . .
. ] . information security architecture
architecture architecture by categories
Personnel management
Action management
ITSP o . . .
. Description of the procedure of the maintenance of the plan, the responsible official and
maintenance
update frequency
process
Conclusi Justification about the importance of IT for the business, execution of the ITSP and
onclusion
fundamental elements for the success of the ITSP
Action plan
Risk Matrix
. Documents that are the part of
Appendices TSP Investment Plan
Report on needs to be satisfied in order to achieve
the desired state

This is the most detailed plan of IT strategy that was created based on the COBIT framework.
Some elements may be unnecessary for most organizations, especially for SMEs. However,

it allows to see all possible options for analysis when developing an IT strategy.
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According to Colton De Vos (2020), IT strategic plan should include the following

components:

1. Alignment with business strategy and objectives. This part is addressed to the description

of how IT support business needs;

2. Long-term initiatives. The author suggests to set the goals for 3-5 years;

3. Technology roadmap. This part consists of information about the technological
directions that support the transformation of the business from the current state to the
future by 5 dimensions: business objective; time period (short, medium or long term)
and type of roadmap (product, technology or company); people (people involved and
their responsibilities); structure and process (implementation plan of transition from
current to future state of market, product and resources); integration. During this part the

author suggests to use the principles on innovation management.

4. Best practices. Company needs to identify gaps in the compliance with best practices

and resolve them.

5. IT Governance. This part is addressed to define how the organization manages IT assets

and establishes business processes, connected with IT.

6. IT service catalogue. Business support should be implemented with the introduction of

a standard catalogue of IT services that meets the needs of the business;

7. Communication plan. To keep the IT employees and Business users informed;

8. IT principles, metrics, and financials. These aspects of the IT strategy should be aligned

with the the business and financial policy of the company;

9. Holistic design. This section describes the design principles that should be adopted or

improved for use in each IT solution, and should include an IT testing strategy.

Colton De Vos (2020) doesn’t provide the approach to development of IT strategy, however
according to ITSP it is possible to assume that it is based on ITSM Frameworks, especially

ITIL, because it is focused on catalogues of IT services and benchmarking of best practices.
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One more important factor is communication plan. Unfortunately, in many, especially in
large companies, communication and interaction channels are disrupted, and departments
are in a vacuum: no one knows who is doing what and what has already been done, and what
changes await in the future. Therefore, it is especially important to broadcast these changes

to other departments.

Hajela (2020) defines the following components of ITSP:

1. Vision and trends. To identify where is company and IT is heading;

2. Current IT capabilities. This part describes people, processes and technologies that the

company already has and how they are operating;

3. Future IT capabilities. The description of what IT capabilities the company needs and

how they should cooperate together;

4. Gaps. Definition of gaps between current and future IT capabilities;

5. Migration plan. Steps to fill the gaps: deliverables, responsibilities and schedules;

6. IT Investment plan.

The author provides the framework probably from the point of business manager, because it
doesn’t include the description of IT components or specific analysis of them. However, it
demonstrates the results and aspects of IT strategy that are primarily interesting for top

managers.
In order to develop this plan, the same author suggests to follow the framework:
1. Trends. To understand what trends are affecting.

2. Business analysis. To identify the customer of the company, analyse the strengths,

weaknesses and gaps of business model.

3. Analysis of IT operating model. To understand how IT helps to achieve current business
goals, what are possible ways of achieving new objectives; how improvement of IT

leverage business capabilities.
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4. Definition of desired IT capabilities.

5. Analysis of current IT capability.

6. Definition of gaps;

7. Development of migration plan.

This approach can be traced in many other authors considered, including those who were not

mentioned in this paragraph. However, there is a special focus on business and IT alignment.

The considered methods of developing an IT strategy are systematized in table 3 in

accordance with the presence of aspects that were highlighted by the authors considered.

Table 3. Comparative table of IT strategy development methods

. Colton d .
Aspect Overby Shiple MCSC OV(:; © Hajela

Horizon midterm not stated | notstated | longterm | not stated
Business and IT alignment + + + + -
Planning of IT strategy N N N ] )
development
Information systems

) + + + + +
components analysis
Desired state of IT - + + + +
Implementation plan - + + - +
Strategic metrics + - + + -

Thus, the authors can present their different opinions on how to properly develop an IT
strategy. We see both areas of intersection of their opinions and deviations. The approach
presented by Microsoft Support and Consulting Services is the most comprehensive. There
are different approaches and methods to developing an IT strategy. Each company has the
right to choose the option that suits them best, taking into account various factors: the
purpose of developing an IT strategy, the depth of its development, resources and the level
of competence of employees who can be involved in the development; or the cost of
outsourcing by consulting companies, since the deeper the strategy is developed, the more it

is necessary to carry out analysis, which increases the cost of its development.
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The options discussed in this paragraph are not the only correct ones. Currently, there are
many different approaches with an emphasis on certain aspects: focus on business, focus on
the IT department itself, focus on Information systems and infrastructure, IT projects, etc. It

all depends on the specifics of the company and the purpose of developing an IT strategy.

2.3.3 Overview of IT strategy assessment methods

The selection of a method and onward assessment of the strategy is the final and significant
stage of strategic planning and continues at all stages of the strategy implementation. This
allows to track the progress of the strategy implementation, compliance of actions with
previously approved principles, as well as the achievement of interim results. It is necessary
to develop criteria for assessing both the progress of its implementation process and the
assessment of the final state of the organization after the completion of the strategic plan.

Afonasova and Pshenichkina (2015) define the following methods of strategy assessment:

— Organizational lifecycle analysis. Describing this part, the author suggests to assess
the compliance of the chosen strategy in accordance with the stage of lifecycle. One

of such frameworks is created by Adizes (1979);

— Analysis of strategy impact. The strategy impact analysis is presented by the

following types of assessment:

o Cost-benefit analysis is provided in order to give monetary expression to
costs and results of strategic decision to determine whether the impact exceed

the costs of it;

o Methods for assessing the impact of the strategy include forecasting financial
ratios (financial dependence coefficients, liquidity coefficients, profitability

coefficients); sensitivity analysis; decision-making matrices, etc;

o Determining the financial feasibility of strategies includes: cash flow

analysis; sensitivity analysis; break-even analysis.

— Benchmarking. Benchmarking as a methodology of comparison of efficiency of the

company’s strategy with the industry leader or with the similar other companies
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within the industry; Action plan for the assessment of strategy implementation

through benchmarking analysis is presented on the table 4:

Table 4. Strategy benchmarking process (Afonasova and Pshenichkina, 2015).

# Step
Identification of aspects of the organization's activities by which consumers of products
distinguish manufacturers of these products who have achieved excellence in business

2 | Creating a reference system with which performance indicators will be compared

3 | Determination of ways to achieve a reference system of a high level of efficiency

Setting performance standards for key aspects of the organization's activities to support
products that exceed the performance level of the reference company

Determining what needs to be done to bring the organization's performance indicators to an
optimal level

Development of a draft strategy for the implementation of the received ideas in order to gain
superiority over the leaders

However, some experts argue (Grant, 2016; Loshcilina, 2007) that financial indicators do
not allow to assess the intangible value of strategy implementation. The Balanced Scorecard
(BSC) was developed by Schneiderman (1987) in response to this need by measuring
performance indicators while maintaining financial performance indicators. This allows to
transform an organizational strategy into operational goals and implement it by perspectives.
Kaplan and Norton (1996) defined four perspectives in within which it is worth assessment
the effectiveness of the strategy which are presented on the figure 8. In order to provide the

assessment, questions are mentioned:

* To succeed
financially, how we
should appear to
our shareholders?

* To satisfy our

shareholders and
customers, what BP
we excel at?

Internal
business
processes

Learning
and
growth

 To acheve our
vision, how will we
sustain our ability
to change and
improve?

“ To achieve our
vision, how we
should appear to
our customers?

Figure 8. Perspectives of BSC assessment (Kaplan and Norton, 1996)
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For each category the following factors are defined:

— Objectives. What aims are established in order to accomplish the perspectives;

— KPI’s/Measures. The criteria of the assessment of certain objective;

Targets. Targeted results which should be achieved in certain period of time;

Initiatives. What activities should be provided to obtain the target result.

According to Schneiderman (1987), the BSC method is based on four steps:

1) translating the vision into operational goals;

2) communicating the vision and linking it to individual effectiveness;

3) planning and adjusting the strategy based on feedback;

4) learning and development in order to prevent incorrect solutions.

Isaev (2015) propose to formulate the BSC based on strategic map in accordance with
considered aspects. In order to plan the BSC, the author defined the following framework,

presented on a figure 9:

Strategy
Sacsading of implementation
BSC asessment
(monitoring)

Planing of BSC Creation of BSC

Figure 9. Stages of BSC development for strategy assessment (Isaev, 2015).

Thus, BSC it is a consistent system of planning, creating, cascading of interrelated goals,
indicators, projects and other strategic information that is developed from the point of view
of several levels of organization management, as well as future prospects, in order to provide

a monitoring of strategy implementation process.
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Balafif and Haryanti (2020) stated that there is a problem of assessment of IT strategy
contribution into the effectiveness of business strategy, as IT don’t affect the productivity
directly. Their research determined that the use of BSC method is suitable for the assessment
of IT strategy influence on business strategy in terms of efficiency of IT investments and
maturity level of IT application. Tonelli et al (2014) presented a method the combines the
process IT strategy development and BSC method in order to overcome the strategy
development and implementation challenges as a motivating factor for middle and top

management and multifunctional (business and IT) teams.

Another solution is proposed by COBIT capability model. The method is based on reviewing
the outcomes of strategy by the achievement of the defined goals with a rating scale,

presented in a table 5:

Table 5. Strategic goal achievement level assessment (COBIT, 2019).

Achievement level Description of the level Scale, %
Not achieved There is a little or no evidence of achievement 0-15
Partially achieved There is some evidence of achievement 15-50
Largely achieved The most important goals have been achieved 50-85
Fully achieved Most of strategi? goals are achieved and business 85-10

benefits are realized

Thus, there are different approaches to evaluating the implementation of the strategy that
can be applied to the IT strategy. They vary from the analysis of the level of achievement of
strategic goals, contribution of IT strategy into overall financial indicators, comparative
analysis (benchmarking) with competitor companies, etc. However, these methods are of the
nature of post-analysis and identification of the reasons for the success or failure of the
implementation of the IT strategy, while the use of BSC methods acts not only as a post-
control factor, but also motivates and forms the team. This allows, by decomposing business
goals into IT goals, to build a clear chain of tasks and assess the degree of correlation
between IT goals and business strategy and, if necessary, provide an alignment of IT goals

with business goals when developing an IT strategy.
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2.4 Theoretical developments for the research implementation

Based on the analysis of the literature, systematization of current knowledge and elimination
of theoretical gaps, this chapter proposes an internal client driven approach and a method for
the development IT strategy and description of IT strategy plan. To conduct a case study of
AK BARS Bank a new vision of IT strategy development framework and IT strategic plan

description was proposed.

2.4.1 IT strategy development framework description and structure

Considered approaches to the development of ITSP of various authors (Overby, 2017;
Shiple, 2011; MCSC, 2011; Colton de Vos, 2020; Hajela, 2020) have shown that the process
primarily focused on analysis of company resources (services, business processes,
information systems, infrastructure and technologies) and their alignment according to the

business needs.

Analysis of considered approaches to the development of ITSP, allowed to identify the main

common stages that are needed to achieve success:

1. Preparation. A preliminary stage that addressed to arrange the order of work on the
development of an IT strategy; to identify the scope, goals, schedule, methodology of

work.

2. IT Diagnostic. An important stage of collecting input information for IT strategy

development;

3. Analysis of the results of diagnostic stage. This stage includes an identification of

existing I'T weaknesses, prioritization and selection of areas for improvement;

4. ITSP development. This stage includes sequential tasks that should be completed in order
to develop an ITSP;

5. Implementation and monitoring.
The sources on the basis of which this approach was developed are presented in table 6:
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Table 6. Sources on the basis of which the IT strategy development approach was developed

Stage Source
Preparation Overby, 2017; Shiple, 2011; MCSC, 2011
Overby, 2017; Shiple, 2011; MCSC, 2011; Colton de

IT Di i
lagnostic Vos, 2020; Hajela, 2020
Analysis of the results of Is not singled out by the considered authors in a
diagnostic stage separate stage
2017; Shiple, 2011; M 2011; Col
ITSP development Overby, 2017; Shiple, 2011; MCSC, 2011; Colton de

Vos, 2020; Hajela, 2020
Overby, 2017; Shiple, 2011; MCSC, 2011; Colton de
Vos, 2020; Hajela, 2020

Implementation and monitoring

This approach is a more concise and concise grouping of stages, which was highlighted by
the authors as part of the literature review. At the same time, the analysis of the results of
the diagnostic stage was not highlighted by any of the authors, although this is a very
important stage, and it represents the identification of key problems and their prioritization.

the data from this stage is the initial data for the process of developing an IT strategic plan.

IT Diagnostic is provided in 7 aspects that cover all necessary spheres of business that
influence on IT and vice versa. Detailed description of diagnostic stage of IT strategy

development is presented on figure 10.

IIl. Audit of IT
II. Exploration of voice components: IV. Diagnostics of IT
of client (VOC) information systems management system
and infrastructure

I. Analysis of the
relationship between Ee
business and IT

V. Analysis of

organizational

structure of IT
department

VI. Review of current VII. Analysis of the
project portfolio, level of competences
including partnerships of employees

Figure 10. Steps of diagnostic stage of IT strategy development.
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I. The Analysis of the relationship between business and IT is aimed at understanding the
current relationship and the area of responsibility of the IT department. The assessment

should be carried out from the point of view of business process management, specifically:

1. Analysis of a business strategy from the point of view IT-related aims and the allocation
of these goals to business processes. This step will allow to determine the area of

responsibility of the IT service in relation to the goals of the business strategy;

2. Assessment of the degree of functional coverage of defined business processes by IT.
This step is necessary to understand what IT components are critical and have the most

influence on business goals;

3. Analysis of IT-related trends to understand what technologies, solutions and business

approaches will be popular to be used in the near future.

II. Exploration of voice of internal client (VoIC) is added as a new separate diagnostic stage,
which was not mentioned by the authors considered earlier. Moller and Barlow (2008) stated
that the quality of external service will never exceed the quality of internal, which means
that if cross-functional interaction in the company is not efficient, it is impossible to expect
that a good product or service will be provided to the end customer. One way to establish
communication is to get employees to treat their colleagues as customers to understand their

needs and complaints.

The concept of internal client was established by the process management approach, that
considers the company's activities as a system of interrelated processes or stages of creating
a service or product. According to Cambridge dictionary (2022), an internal customer is "an
employee or department that uses goods or services supplied by their own company as part
of their job". Thus, internal customer is the same regular customer that wants to get a product
of good quality and on time. In other words, the employee wants his needs to be satisfied by

the company in order to perform their work duties efficiently.

According to Gaskin et al. (2010), Voice of Customer (VoC) is the process of collecting and
analysing customer requirements in order to identify a set of customer needs. VOC originates
in the quality function deployment process, where it is used to identify customer needs

related to performance indicators (Griffin and Hauser, 1993). This is why the definition
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proposed by Gaskin et al. (2010) is narrower than the general definition, which refers to

"customer feedback in any form".

Thus, VoIC is provided to get information directly from employees who interact with IT
services and processes. This information help to identify the key problems that employees
face every day, as well as identify the current values that employees share and that will need
to be preserved. If the end consumer interacts with the IT services provided by the company,
then it is also possible to conduct a study of the voice of this client. In terms of analysis of
IT services, voice of customer could be analysed by 3 dimensions for internal and external

clients, presented on the figure 11.

Company Clients

Business users IT employees Business clients

e User of o |T services e End-user of
internal IT provider external IT
services services

Internal External

Figure 11.VoC aims and parties’ description.

As part of the development of an IT strategy, data on the satisfaction of both internal and
external customers with IT services can be analysed. In the first case, it will help to identify
internal problems in the company's IT processes, and in the second - to assess how high-
quality IT services are provided to the company's end users. Based on the analysis, it is
possible to identify key problems, as well as to find out the desired state of our service in

accordance with the wishes of the client.

It can be assumed that the quality of internal service affects the level of external: if an
intermediate product with delays and unsatisfactory quality is transferred to an internal
client, he will not be able to do his job in the best way. Consequently, this is a low-quality

intermediate result of work further down the chain, which will lead to a mediocre product or

48



service for the end consumer. If the company is struggling for quality, the management needs

to establish the right attitude to the internal client.

III. IT Audit is addressed to collect information of current state of IT services provided in
the context of IT components in a form of interview, survey/checklist, document analysis or

Gemba. The figure 12 describes aims of IT audit by two groups:

Audit of .
. : Audit of
information : _
; infrastructure:
systems:
( ) ( )
Assessment of information Assessment of computing
system functionality || (hardware platform and
(compliance with current system software,
business requirements); virtualization, DBMS);
\ J \ J
( ) ( )
Assessment of the quality Assessment of network
of technological . (local area network,
implementation and the corporate data
level of integration; transmission network);

\ J \ J
( ) ( )
Assessment of the level of Assessment of engineering

— documentation support L (power supply,
(technical, user). firefighting, ventilation);
\ J \ J

Figure 12. Aims of IT audit.

IV. Diagnostics of IT management system proposed by MSCS (2009) is addressed to provide
an analysis of internal managerial processes by 3 dimensions, presented on a figure 13. To
analyse I'T management system in the company, Microsoft suggest to provide an assessment
of the maturity level of IT management processes, assessment of the level of documentation

of IT management processes and assessment of the level of automation of IT activities.

Documentation

Maturity Automation

IT
management
system

Figure 13. Dimensions of IT management system diagnostics.
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To analyse the IT management system, it is necessary to investigate how this system is
established in accordance with the company's regulatory documents, as well as provide an
assessment of the level of maturity of IT management processes and the level of

documentation coverage of IT process.

An approach to assessing the maturity level of IT management processes was proposed by a
business expert of the IBS consulting company (Baginsky, 2010). This approach involves
evaluating IT business processes on a scale from zero to five. The evaluation criteria are

presented in table 7.

Table 7. Evaluation criteria for the assessment of maturity level of IT management

processes (Baginsky, 2010).

Evaluation criteria Grade
Activity is optimized 5
Activity is supported as a process in full, 4
documented, managed and measurable
Activity is supported as a process in part, 3
documented
Activity is supported as a process in part, )
not documented or partially documented
The presence of individual activities, !
documents, haphazard and episodic
Activity is not executed 0

Baginskiy (2010) suggests for evaluation the following aspects of IT management system:

1. IT Service Level Management (IT SLM). It is a process during which negotiations
on the provision of services are conducted, definition, measurement, management
and improvement of the quality of IT services are carried out while maintaining an
acceptable level of costs. This IT SLM includes creating an IT services catalogue,
defining a service level agreement (SLA), and building a service level management
process, which includes monitoring and periodic reporting on the level of services
provided; development and control of the implementation of proposals to improve
the level of services provided; interaction with customers and users regarding the

composition and level of IT services provided (Jan van Bon, 2005);
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2. Change Management. There is a need to ensure that standard methods are used to
efficiently and promptly service changes in the management of the IT infrastructure

in order to minimize the number and impact of any related incidents on the service

(ITIL 4, 2019);

3. Configuration and Release Management. This is a complex process that combines
planning, implementation, testing and implementation of changes to an IT product,

as well as quality control during further use (ITIL 4, 2019);

4. Incident and Service Request Management. It is the process of managing IT service
issues, processing requests from users, which includes requesting access, reporting,

changing data in the system, etc. (Atlassian, 2022);

5. IT Service Continuity Management. It is a process that aims to support the
uninterrupted provision of services as part of the elimination of downtime in the
provision of IT services; minimization of damage to business from undesirable
events; reduction of terms of unavailability of the service in emergency situations

(Atlassian, 2022).

6. IT Financial Management (ITFM). The purpose of this process is to make the
management of IT assets and resources the most accurate and cost—effective in

providing IT services (ITIL 4, 2019).

The results of III and IV stages create an expert opinion on the level of development of the
IS, IT infrastructure and I'T management of the company to form an assessment of the current
state of information technology management and generalize general conclusions and the

main directions of IT development.

V. The analysis of the level of competence of IT employees is aimed at understanding what
knowledge, technologies and skills IT employees possess. If there is no necessary level of
competence to achieve the desired state, the company must hire or conduct external training
of employees. Once this assessment is provided, IT managers consolidate this information
into a competence matrix, update it in a timely manner based on the results of quarterly
feedback from an employee and encourage them to develop their competencies (for example,

by increasing wages within the tariff grid).
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VI. Review of current project portfolio, including partnerships allow to evaluate investments
in current projects, evaluate their effectiveness and create fields for the implementation of a

future strategy by eliminating unprofitable projects and partnerships.

VII. Analysis of organizational structure of IT department is provided to understand the
current structure and responsibilities. In order to achieve the desired state some companies
would need the transformation of organizational structure of IT department. It is
recommended to use the approach of building an organizational structure based on business
processes, and not vice versa. That is, each business process has its own owner as a specific
IT department. The sources on the basis of which this approach was developed are presented

in table .

Table 8. Sources on the basis of which the IT strategy development method was developed

Stage Source
I. The Analysis of the relationship between | Overby, 2017; Shiple, 2011; MCSC,
business and IT 2011; Colton de Vos, 2020
II. Exploration of voice of internal client Is not singled out by the authors
II. IT Audit MCSC, 2011
IV. Diagnostics of IT management system MCSC, 2011
V. The analysis of the level of competence MCSC, 2011
of IT employees
YI. Re.View of curre?nt project portfolio, Overby
including partnerships
VII. Analysis of organizational structure of MCSC, 2011

IT department

MSCS (2009) have provided the most detailed vision on the analysis of the current state of
IT that formed the basis of the developed method. The Review of current partnerships stage
was also added, which was proposed by Overby (2017), due to the fact that it is very
important to understand current projects and relationships with contractors in order to
determine which projects can be excluded and which are strategically important. In addition,
the analysis of contractors will help to understand which of them will be able to help in the
implementation of the strategic goal. VolC stage was firstly introduced in terms of IT
diagnostics within the framework of IT strategy development as it is necessary to understand
the real problems of IT that internal clients are facing during their work. Based on this IT

diagnostic, an analysis of the IT management system of AK BARS Bank is carried out as
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part of a case study. The implementation of this analysis is a practical approbation of the

proposed method.

2.4.2 IT strategic plan description and structure

This stage consists from 7 sequential steps that should be accomplished in order to develop
the IT strategic plan. Detailed description of considered ITSP development stage is presented

below a figure 14.

I. Formulation of IT de¥elopment goals and objectives in
accordance with the business strategy

Il. Development of targeted solutions for IT

lll. Development of migration plan: deliverables,
responsibilities and schedules

IV. Development of project and recourse (investments)
allocation map

V. Identification of possible risks and development of
alternative solutions

VL. IT governance and communication plan

VII. Establishment of rules for reviewing and adjusting the
strategy

Figure 14. Steps of IT strategic plan development process

I. Formulation of IT development goals and objectives in accordance with the business
strategy. This step is carried out on the basis of an in-depth analysis of the business strategy
within the diagnostic stage. The goals and objectives should be set according to the principle
of decomposition of business goals up to the tasks of departments (development,

maintenance, IT management, etc.)

II. Development of targeted solutions for IT structure components based on the analysis of
the results of diagnostic stage. During this stage, the desired (future) state of IT components

is being developed, which must be achieved in order to accomplish strategic goals.
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II1. Development of migration plan: deliverables, responsibilities and schedules. This stage
is very important in the framework of IT strategy planning, because it represents the level of
tactical planning for specific departments of the IT service with precise deadlines and results
to be achieved. Based on this information, a project plan, budget and resources will be

distributed.

IV. Development of project and recourse (investments) allocation map. During this stage the
resources (both money and personnel) are distributed according to the tasks set by IT
strategy. it is also worth taking into account all the costs of achieving the desired result,
including a new fund for wages, training for employees, financing projects for the transition

or acquisition of new information systems.

V. Identification of possible risks and development of alternative solutions. This stage is
addressed to the identification of possible risks, their effect on ITSP and solutions if such

risk realise in accordance of principles of business continuity and information security.

VL. IT management system and communication plan. This stage is aimed at developing a
plan for changes in the organizational structure, corporate culture, IT management system,
introduction of new practices and standards. A communication plan is also being developed,
which is responsible for who and what changes will be broadcast. For example, updates on
the self-service portal or the transition to a new access control system for employees of the

organization.

VII. Establishment of rules for reviewing and adjusting the strategy. This part is responsible
for simple and transparent rules for reviewing and updating the strategy: frequency,

conditions and initiators.

The sources on the basis of which this method was developed are presented in table 9.
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Table 9. Sources on the basis of which the IT strategic plan development method was

developed

Stage

Source

Formulation of IT development goals
and objectives in accordance with the
business strategy

Overby, 2017; Colton de Vos, 2020

Development of targeted solutions for
IT structure components based on the
analysis of the results of diagnostic
stage

Shiple, 2011; MCSC, 2011; Colton de Vos,

2020; Hajela, 2020

Development of migration plan:
deliverables, responsibilities and
schedules

Shiple, 2011; MCSC, 2011; Hajela, 2020

Development of project and recourse
(investments) allocation map

Overby, 2017; MCSC, 2011

Identification of possible risks and
development of alternative solutions

Overby, 2017; MCSC, 2011 but without
development of alternative solutions

IT management system and
communication plan

Colton de Vos, 2020

Establishment of rules for reviewing
and adjusting the strategy

Overby, 2017; MCSC, 2011

The proposed IT strategy plan is a combination of important aspects that have been

highlighted by various authors. This plan corresponds to the results that were obtained within

the framework of IT diagnostics and is a detailed description of the IT strategy on 7 key

aspects. If necessary, at the discretion of the company, it can be supplemented, but it is

necessary to take into account all the above aspects so that the IT strategy meets all the

necessary conditions for its successful implementation.
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3 METHODOLOGY

In this chapter the research design, methodological foundations of the analysis and data
collection process are provided. It describes research process, aims and methods used in case
study. To create a research background, general characteristic of the case company:

description, mission and vision, related companies (holding) and stakeholders is provided.

3.1 Research Design

This subchapter describes the research strategy and methods. Research area was identified
in the course of internship in AK BARS Bank during the first year of master’s degree study
at Kazan Federal University. During the second year of study at LUT-University, research
was conducted on the company's case, as there were firm communication links and interest
on the side of the company to solve strategic problems. This research is of an applied nature,
since it involves the development of a methodology for developing an IT strategy, the use of
which will solve the problems of a case company. The methods used are aimed at explaining
the causes and consequences of a well-defined problem of developing an IT strategy and the
incentive process, that’s why the research belongs to explanatory type, which is don’t in

deductive method to test the developed method.

AK BARS Bank faced the problem of implementing its business strategy, as the set goals
were not achieved on time. At the same time, most of the goals of the strategy are related to
IT. For the strategic cycle of 2016-2021, the IT strategy did not exist in the case company,
but for the strategic cycle 2022-2026 it was first described as an integral part of the main
business strategy. In order to identify the root problems that arose during the implementation
of strategic IT goals in the previous strategic cycle, and to analyse the state of the degree of
elaboration of the IT strategy within the current start-up cycle, the case study method was

applied.

According to Baxter et al (2008), case study method contributes the study of a real problem
in a specific context using various data sources. Yin (2014) stated that the use of case study
method allows to increase the validity and flexibility of the research. Within the framework

of this master thesis, data collection is carried out by triangulating methods and sources:
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analyzing secondary sources - the company's regulatory documents and strategic reports,
conducting a survey among users of the company's internal IT services and monitoring IT

processes from the point of view of IT support.

In order to provide a theoretical background for the case study, the literature review was
provided. First, it covers the question of the role of IT strategy within the business strategy
by providing the analysis of the essence of strategy and strategic planning, relationship
between IT strategy and business strategy, differences between information technology
strategy and business digital transformation strategy. Within the framework of this part,
various scientific articles and books by scientists and experts in the field of strategic
management and information technology were observed. Then the issue of role of the IT
maintenance function in the strategic management of IT was analysed by providing an
overview of scientific and business articles by scientists and experts, reports of consulting
companies (i. e. Gartner, Atlassian, etc.) in the field of strategic IT management, IT
maintenance function as a strategic driver and IT Service management frameworks. This
part provided a strong justification that IT can and should be used as a strategic recourse in
the process of IT strategy development. Overview on the role of IT strategy within the
business strategy allowed to define a scientific and expert view on the role of IT strategy
within the business strategy to distinguish the first research question:" What is a role of IT

support function in terms of business strategy?"

After this, a theoretical background of the first and second part of literature review has
formed the approach of the study within which the issue of approaches and methods of IT
strategy development and assessment was analysed. The analysis is provided in a form of
detailed description and comparison of selected methods of scientists and business experts.
Literature review has formed the theoretical basis for achieving the research aim — to develop
and/or adapt the approaches and methods of IT strategy development and provide a practical
approbation by conducting a case study of AK BARS Bank. Literature review investigates

the first research question on the role of IT support function in terms of business strategy.

Finally, based on the considered in literature review part sources, an approach and method
for developing an IT strategy, the structure of the IT strategy plan were developed. The
proposed theoretical foundation of IT strategy development process is an answer to the

second research question: "What aspects are needed to be considered in approaches and
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methods of IT strategy development to use IT as a strategic business driver?". The general
idea of practical approbation of developed method of IT strategy development by providing
an IT strategy development process and implementation analysis. It implies use both of

qualitative and quantitative methods in a form of a case study.

The goal of case study is providing an analysis of IT strategy development process by
providing an IT diagnostic by collecting, presenting, analysing data and provide strategic
and tactical recommendations for case company. The case study answers the research
question: "How is the process of IT strategy development in AK BARS Bank is organized
and what recommendations could be provided in order to enhance the role of IT as strategic
business driver?" by focusing on contemporary event — two strategic cycles of 2016-2021
and 2022-2026. The essence of the case study method is the consistent application of the
analysis stages for the development of an IT strategy, presented in paragraph 2.4.1, in order
to identify problems in IT and form recommendations for their elimination. To identify root
problems during the analysis according to the developed method of developing IT strategy,
scientific methods are used: analysis of secondary sources, survey and observation. The

description of methods used during the case study is presented in the table 10.

Table 10. Aims and methods used in case study.

Stage of IT diagnostic

Aim

Method

Analysis of the
relationship between
business and IT

Understanding the current
relationship and the area of
responsibility of the IT department

Diagnostics of IT
management system

To form an assessment of the current
state of information technology
management

Analysis of
organizational structure
of IT department

To understand the current structure
and responsibilities

Analysis of secondary
resources (internal
documents, reports)

Exploration of voice of
internal client (VoIC)

Identify the key problems that
employees face every day, as well as
identify the current values that
employees share and that will need to
be preserved

Survey in a form of
online questionnaire

Audit of IT information
systems

To collect information of current
state of IT services provided in the
context of IT components

Observation and
interview
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In order to strengthen the credibility of research, it is implied to the methodological
triangulation used to provide a practical approbation of developed method of IT strategy
development. The analysis of current state of the process of IT strategy development and
implementation process is provided by analysis of secondary resources (internal documents,
reports), survey in a form of online questionnaire and observation in synthesis with an

interview:

— Survey in a form of online questionnaire was provided to analyse the collect the
Voice of Internal Client and provide an in-depth analysis of the problems that
employees face every day in terms of internal IT services. The data was collected by
sending out an online questionnaire via an internal communication platform and

uploading the received answers in the form of an Excel spreadsheet;

— Observation was provided in order to collect information of current state of IT
services provided in the context of IT components during the process of Audit of IT

information systems;

— Interview was provided in the end of the observation process in order to clarify some
issues related to IT processes, working conditions and identify the main problems on

the part of IT employees.

The detailed description of the selected methods and data collection process is presented in

the sub-chapter 3.3.

3.2 General characteristics of the case company

AK BARS Bank — is a Russian universal commercial bank with state participation that has
been carrying out all major types of banking operations in the financial services market since
1993. As of the beginning of 2022, the bank has 218 points of presence, including 93 across
Russia outside the main region of presence (the Republic of Tatarstan). AK BARS Bank is
among the 21 largest Russian banks in terms of assets and capital (AK BARS Bank, 2022).

Mission: "Today and always we create opportunities for our clients and partners to achieve
their goals", vision: "A bank that constantly strives for the best together with customers and
partners". Among the corporate values for clients, the bank highlights:
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— Innovation. The Bank is constantly improving and implementing advanced
approaches and technologies for providing services, adopting the best experience of

leading participants in the financial and non-financial sector;

— Beauty and simplicity of solutions. The bank's products and services are aimed at

meeting the needs of customers simply, beautifully and efficiently;

— Friendliness. The Bank respects and values its customers, strives to understand their

needs, pressing problems and aspirations.

The Bank has all types of banking licenses operating in the Russian Federation and provides
more than 100 types of banking services to corporate and private clients. Today, AK BARS
Bank serves more than 3.2 million individuals and more than 66 thousand corporate clients,
including the largest exporters of the Republic of Tatarstan, enterprises of the oil and gas
and petrochemical complex, mechanical engineering, telecommunications, construction,
chemical industry, motor transport, trade and agro-industrial enterprises (AK BARS Bank,
2022).

The main clients of the retail business are public sector employees, pensioners, employees
of corporate enterprises and other market customers. The main services provided to retail
customers: consumer, mortgage loans, debit and credit cards, deposits, trade and Internet
acquiring. The investment business offers the following products to individuals: brokerage
accounts, trust management services, mutual fund transactions, repo transactions with
individuals and MBCS, Islamic mortgages. The main clients of corporate business are small
and microbusiness, large and medium-sized businesses, the public sector and the largest
business. The main products provided by the business: settlement accounts, bank guarantees,

deposits, loans for legal entities, overdrafts (AK BARS Bank, 2022).

AK BARS Bank is also the managing and settlement centre of the financial and industrial
group of the same name, which includes investment companies, a leasing company,
insurance companies, a non—governmental pension fund and other structures. "AK BARS"
Holding Company is a management company of a group of industrial, construction,
agricultural, food, transport and trade enterprises of Tatarstan (AK BARS Holding, 2022).
AK BARS Holding Company was founded in 1998 as a subsidiary of AK BARS BANK for
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the professional management of its commercial and industrial assets. As 0f 2022, AK BARS
Holding unites 64 enterprises and organizations in eight sectors of the economy with a total

number of more than 21 thousand people employed (AK BARS Holding, 2022).

AK BARS Digital Technologies is the centre of technological development of AK BARS
Bank. It develops and implements digital ecosystems to solve the financial and everyday
tasks of our bank's clients. The company has built a full product development cycle,
including the stages of prototyping user interfaces, software development and promotion of
more than 20 IT products. The company was one of the first Russian banks that allowed our
customers to pay for goods and services using biometric data (AK BARS Digital
Technologies, 2022).

Since 2016, AK BARS Bank has done a lot of progress, which has ensured the formation of
competitive advantages AK BARS Bank has managed to form a significant loyal customer
base, as well as a well-recognized brand in the Republic of Tatarstan. At the same time, the
following growth areas have been identified in the Bank's work, work on which will fully

contribute to the realization of the Bank's development potential:

— It is necessary to increase the level of development of customer analytics in order to
effectively manage the product lifecycle. These processes require improvement, as
well as the introduction of tools for analysing client data and developing

competencies to form an address offer to each client;

— One of the key resources for the implementation of the business strategy is human
capital, therefore it is important to form a system of inheritance of experience,

preservation of existing competencies;

— Information technologies are an important tool for improving competitiveness and
operational efficiency through the implementation of IT solutions into business
processes, and the bank needs to continue to review if's approaches to IT architecture,

taking into account the high level of outdated Information systems.

Thus, one of the company's needs is to build a customer analytics system for effective
product lifecycle management. The realization of this need is to attract highly qualified

personnel and develop IT technologies. Unfortunately, for many years this need cannot
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be realized. One of the reasons that the company pays attention to is the problems in the
implementation of the IT strategy. To solve this problem, the methods that have been

applied to analyse the IT management system will be discussed further.

3.3 Data collection and method description

The analysis of the AK BARS Bank strategic planning system is carried out in accordance
with the developed approach presented in a summary of literature review. Based on the
availability of information, within the framework of this study, all stages of the diagnostic
stage of IT strategy development were applied, with the exception of a review of the current
portfolio of projects, including partnerships, and an analysis of the level of competence of

employees.

In this subchapter, a scientific justification of this approach in accordance with the research
methods used for its implementation is provided. It is grouped into 3 logical blocks according
to the order of their application within the framework of the "analysis of the relationship
between business and IT", "diagnostics of IT management" and "analysis of the
organizational structure of the IT department” steps of IT strategy development method.
Based on the results of the analysis, conclusions about the current state of strategic IT

development in the case company were formed.

3.3.1 Analysis of business and IT strategy relationship, IT management system and
organizational structure of IT department by secondary resources analysis

method

According to Hillier (2022), secondary data analysis could be done either by quantitative or
qualitative. In the first type, the data is analysed mathematically meanwhile the second type
is based on analysis of the meaning of the text and identification of target relationships. At
the same time, secondary data is information about the object under study that was collected

by someone else (person or company).

According to the IT strategy development method, the following steps are done by the

analysis of secondary resources (internal documents, reports):
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The relationship between business and IT in case company on two strategic cycles
of 2016-2021 and 2022-2026 is based on internal strategic reports, data from open
Internet-sources (AK BARS Bank and AK BARS Digital Technologies company

websites and business blogs);

Diagnostics of IT management system is based on internal regulatory documents that
describe the process of IT management and business process maps that visualise the
inputs and outputs, as well as interrelations between processes and departments. It is

conducted in a form of assessment of the maturity level of IT management processes;

Analysis of organizational structure of IT department is based on the organizational

structure map and regulations on divisions.

All internal documents, especially strategic reports, internal regulatory documents, including

business process maps and organizational structure map were requested specially form the

company’s representative in order to provide an analysis. The data collection and analysis

process of the business and IT strategy relationship, IT management system and

organizational structure of IT department by secondary resources analysis method was

organised by the following steps:

Preparatory stage. Definition of the purpose and methods of analysis;

Selection and collection of information. This stage includes the selection of
information that is necessary for analysis, the search for its sources and preliminary

communication about its availability (if necessary);

Initial familiarization with the materials, analysis of their suitability for research;

Detailed study of the material, highlighting important points for research:

4.1. Relationship between business and IT strategy;

4.2. Diagnostics of IT management system and organizational structure of IT

department;

Forming conclusions based on the results of the study.
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Thus, in order to achieve the aim of the study, a qualitative analysis of secondary information
was applied. For the analysis, materials describing the current and previous strategic cycles
were used: 2016-2021 and 2022-2026. Taking into account the information received from

secondary sources, the analysis includes:
1. Analysis of the basic principles of strategy formation: goals, period, stages;
2. Analysis of the achievability of the set goals and identification of influencing factors;
3. Analysis of the identified risks and the degree of their implementation;

4. Comparative analysis of the development and implementation of the strategy of the

current and previous strategic cycle

3.3.2 Analysis of voice of internal client by survey method

Exploration of voice of internal client (VolIC) is addressed to identify the root problem of
the strategy's implementation inefficiency, and then, within the framework of the audit of IT
components: information systems and infrastructure, the key prerequisites for the formation
of this problem were identified. To understand the needs of internal customers — business
users, a survey of customer satisfaction on four internal IT services was conducted in the

form of a questionnaire.

According to McCombes (2019), survey as a method of research is aimed on collection of
information from certain group of people by asking them question. The information can
characterize preference or beliefs of respondents, or aimed to collect opinion about different
aspects, necessary for conducting research. Survey could be done in a form of questionnaire
or interview. It depends on a sample size, location, focus of the research and other factors

and limitations.

The analysis of voice of internal client was provided in following stages:

1. Identification of internal IT services of the company;

2. Formulation of the questions in order to provide an assessment of satisfaction level,
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3. Development of the survey form;

4. Formulation of a cover letter and mailing to the company's employees;

5. Analysis of the survey results;

Sample size was already predefined — all employees of AK BARS Bank, because all of them
are the clients of internal IT services. The data collection by survey method in a form of
questionnaire was organized by prior agreement with the head of the Business System
Development Department. The period of the questionnaire was from March 1, 2022 to March
31, 2022. The questionnaire was distributed by internal corporate mail system with the link
to internal questionnaire tool to all employees of the company. At the time of mail
distribution, this number was 5,637 employees. The results were downloaded in a form of
Excel table, where each row represented the opinion of each bank employee by 8 aspects
(four services by two parts: rating and key issues or suggestions). To send the survey, an
internal corporate mail was sent to all employees of the Bank. This decision was made for

the purpose of labour-intensive selection of target groups.

To conduct the survey, the following letter was sent and a link was attached to the company's
internal website where the survey was posted: "Good afternoon! We ask you to take a survey
in order to assess the level of satisfaction with the Bank's internal IT services: setting up a
workplace, gaining access to information systems, resolving incidents and maintaining
system operability. If you think that you do not have enough experience when interacting
with the listed IT services, you can skip this survey". When the employee clicked on the link,

the following survey form was available, which is presented in table 11.
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Table 11. VoIC questionnaire example.

Questions Answers

Service 1: Providing employees with access to Information systems
Could you please rate the level of
satisfaction with the mentioned IT service?
Could you please present your opinion on
the provided It service? Did you face any
problems and what could be improved?

1 2 3 4 5 6 7

Service 2: Solving user level incident (IT service problems) and service requests
within the framework of IT services

Could you please rate the level of
satisfaction with the mentioned IT service?
Could you please present your opinion on
the provided It service? Did you face any
problems and what could be improved?
Service 3: Maintenance of equipment at the workplace (computer, printer,
telephone)

Could you please rate the level of
satisfaction with the mentioned IT service?
Could you please present your opinion on
the provided It service? Did you face any
problems and what could be improved?
Service 4: Support of Information systems in operation and elimination of failures
in Information systems

Could you please rate the level of
satisfaction with the mentioned IT service?
Could you please present your opinion on
the provided It service? Did you face any
problems and what could be improved?

In the first part of the questionnaire, the company's employees were asked to evaluate IT
services on a seven-point scale, which is presented in table 12. In the second part of the
questionnaire, internal clients were asked to present their opinion on the provided IT services

and identify key issues or form suggestions for improving services in a free form.
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Table 12. VOIC grading description.

Grade Description
1 not satisfied at all
2 a lot worse than expected
3 worse than expected
4 as expected
5 better than expected
6 A lot better than expected
7 anticipates expectations

As it was already mentioned, at the time of mail distribution, the number of employees was
5,637. Total number of respondents equals to 1,346 employees. Overall response rate (RR)
equals 23,88%. Response rate by category is presented in a table 13.

Table 13. Numbers of ratings provided and response rate by category.

. Number of RR by RR by
Service . .
ratings provided respondents employees

Prov1d1ng employees with access to 739 54.9% 13.1%
Information systems
Solving user level incident (IT
service problems) and service
requests within the framework of IT 923 68,6% 16,3%
services
Maintenance of equipment at the
workplace (computer, printer, 1050 78% 18,6%
telephone)
Support of Information systems in
operation and elimination of failures 688 51,1% 12,2%
in Information systems

Thus, the category of "Maintenance of equipment at the workplace (computer, printer,

telephone)" has the highest response rate, as it is the most popular IT service: employees

always use a computer, printer or telephone (especially in call centre and front office). The

least popular is "Support of Information systems in operation and elimination of failures in

Information systems" as not every employee face with a problem in operation of Information

systems. There are various stable and non-stable systems, used in a bank.
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The formula for estimating the proportion of neutral and positive ratings in relation to the
total number of ratings was used to assess the level of satisfaction of the internal client with
the company's internal IT services. The internal customer satisfaction (ICS) level of IT
services is provided in percenters and was calculated using the formula:

Number of ratings from4to 7
1S = f gs f

Number of ratings provided

The ratings from "4"to "7"were chosen as they state that the internal customer is satisfied,
the IT service is provided on the appropriate level, as expected, or on higher level. The

formula is aimed to calculate the level of satisfied employees among all ratings provided.

3.3.3 IT support function analysis by observation and interview methods

In order to analyse the work of the IT support department, the method of observation and

interview was chosen:

1. The observation is carried out in order to obtain information about the tasks that are
performed as part of Information systems support function and highlight key issues at

the Information systems level, as well as the work of the IT Support Department;

2. The interview is conducted in order to identify the main problems in the workflow of the

IT Support Department related to internal business processes and working conditions.

According to George (2022), observation is used to collect information of the objective
purely on what researcher observes. This research method is qualitative and could be used
in exploratory or explanatory purposes. Exploratory is aimed on investigation of a research
questions that haven’t been studied previously (George, 2021), meanwhile explanatory
explores occurrence of factors with the limited information available to increase the

understanding of a given topic (George and Merkus, 2021).

George defines many types of observation, among which are:

— naturalistic observation in order to collect information about the object in "real-life"

setting but without any influence from the observer;
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participant observation is the same as naturalistic but the observer can immerse to

the object (e. g. group of people);

systematic observation to count the appearance of a certain factor in a strict

observational schedule and conditions;

covert observation to collect data from an object so that the object does not know

that it is being observed, etc.

To provide an analysis of IT support function realization in a case company, a method of

naturalistic observation was chosen. Bhandari (2022) stated that naturalistic observation can

be used to develop a research hypothesis, since the use of this method allows the researcher

to collect rich information about the object in a various types of data collection: audio-visual

recording, note-taking and tally counts.

A method of interview was chosen in order to enrich the data on IT processes and

maintenance of Information systems collected during observation. According to George

(2022), interview is a qualitative research method that a method that implies asking questions

in order to collect data from two or more respondents. Interview could be differentiated by

three types:

structured interview is conducted in a sequential order of asking specific mostly

closed questions;

semi-structured interview is conducted under predetermined framework but
questions are mostly open, which gives an opportunity to collect rich data and

opinion of the respondent;

unstructured interview is flexible as the order and questions are not predefined, which

can lead to lower reliability.

For the purpose of the analysis, a method of semi-structured interview was chosen with

predefined order and structure. Questions were open in order to collect opinion of the IT

specialist on working process and most frequent problems.
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During the interview the following questions were asked:

What are the main goals and functional features of the system?

What other systems is the system integrated with?

What are the main maintenance tasks of this system?

What are the main types of incidents and problems faced by users?

Is there any work with reports in this system? If so, which one exactly?

Is there an administrative function? If so, which ones exactly?

Is scheduled maintenance being carried out? If so, which ones exactly?

The process of analysis of the IT support service and prioritization of information systems

used in the company was organized in a following stage:

II.

I1I.

IV.

Organizational stage. Conducting negotiations with the management of the IT
support department. Explanation of the goals and objectives of the study,
determination of the observation period, discussion of the nuances of

observation;

Preparatory stage. Familiarization with regulatory documents and business
process maps, viewing the catalogue of IT services, identification of IT services

related to the IT support department, development of templates for observation;

Data collection by observation and interview methods. A detailed description of

this stage is given below;

Post-processing of data. A detailed description of this stage is given below;

Prioritization of systems by load level. This stage is necessary for the selection
of systems with the highest labour costs and further identification of root

problems of increased load.
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VI.  Analysis of the results obtained within selected systems. Identification of the root

causes of the identified problems during observation and interviews.

VII. Development of strategic and tactical recommendations to improve the IT

support strategy, elaboration of the action plan.

The data collection by observation and interview methods was organized by prior agreement
with the heads of the IT Support Department. The observation and interview period: from
November 1, 2021 to May 31, 2022. During this period weekly meetings were held with
system support specialists. The duration of observation within one system varied from 30
minutes to 10 hours (within several meetings). The meetings were held online via video link.

The employee showed a computer screen, communication took place using a microphone.

To simplify the observation, a time sampling was — continuous observation of a half of a
workday (4 working hours) of each employee that is responsible for the maintenance of a
certain Information system. The sample size was limited by 86 Information systems that are
in use of internal business users of AK BARS Bank. An observation results were recorded

in a prepared template in a form of a table, which is presented in table 14.

Table 14. Observation template with an example for the analysis of IT support processes.

Ne | Function Operation Tlm.e spent Comment
(minutes)
| Accepting a task in Jira 0.75 the client's requests
and analysing the request ’ have disappeared
) Finding the root cause of L5 incorrectly assigned
User Level | the problem ’ user ID
Incident resetting the settings
3 | Resolution | Solving the root problem 12,25 and assigning the
Ne546278 correct user ID
4 Checking the solution 3
Notifying the user and
5 . 1,5
closing the task

In total, there were observed 86 information systems, where 40 are regular systems that
require systematic maintenance, and 46 are external services with fixed workload of 0,1 staff
unit. Depending on the complexity of support, one employee may have from 1 to 5 different

systems, some of which are full-fledged IS that require regular maintenance work, and some
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are external services that require periodic work (on request or when an incident occurs). At
the same time, labour-intensive systems are accompanied by several employees. To conduct
an interview, the head of the IT support department was asked for lists of expert employees
and the systems assigned to them so that they could conduct an interview for each system
once. As a result, the division had 36 employees out of a total of 50 support specialists

(excluding managers).

Within the framework of data collection by observation and interview methods, the

following stages can be distinguished:

1. Organizational stage. An IT department employee was given an explanation of the

objectives of the observation and the conditions for conducting the observation;

2. Introductory stage. The employee described the main goals and objectives of the system,
how many employees support this system, as well as what business processes these

systems are involved in and integrated with;

3. Stage of analysis of work with requests and incidents within the Information system:

3.1. The employee demonstrated in real time the process of resolving incidents and
service requests. The observer made a description the sequence of actions in a
template and measured the time taken to resolve the incident from start to finish
using a stopwatch. On average, it turned out to view from 3 to 15 incidents and
requests, depending on the level of complexity and the number of incidents in the

work;

3.2. Work with pre-collected information about the number of incidents and service
requests. The employee told about other incidents that could not be observed live,
demonstrated ready-made solutions to these problems. Then an expert assessment
of the execution time of such incidents and requests was determined. These were

mostly unpopular categories and reporting requests;

4. Stage of analysis of Information system maintenance and administration activities. The
employee told what tasks exist within the framework of maintenance and administration

of the system, showed the main activities within these tasks. After compiling the list of
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tasks, this list was checked with the employee, and the time of performing these
operations and the frequency of their commission were determined. The data was entered

into the template;

5. Interview of IT department employee. The employee was asked questions in order to
analyse problems within the Information system, identify internal problems and
department management, collect complaints about working conditions and suggestions
that could be improved, collecting information about activities that are carried out, but

they do not relate to systems (training, participation in meetings, etc.);

6. The final part of observation. Checking the recorded data, clarifying questions if
necessary. Goodbye to the employee.

The stage of post-processing of data included the following steps:

1. Consolidation of data into a pivot table. Transferring data from a completed template for
observation and interviews to a summary table that lists all supported systems by

department;

2. Calculation of the system maintenance load. Calculation of labour costs for performing
actions within the framework of system maintenance by category: solving incidents and

service requests, system maintenance, access control;

3. Calculation of labour costs for functions not related to Information system support;

4. Calculation of the total workload of employees within the department;
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4 RESULTS

Based on the case study method, "AK BARS" Bank’s IT strategy development process and
the interim results of strategy implementation are analysed according to the theoretical basis,
presented in summary of the literature review. The case study analysis allowed to identify
main problems in the process of IT strategy development and propose strategic and tactical
recommendations for the enhancement of IT strategy from the perspective of IT support

function.

4.1 Results of the analysis of strategic IT management system in AK BARS Bank

4.1.1 Relationship between business and IT strategy

AK BARS Bank is planning a five-year business development strategy. The cycle of the
bank's previous strategy for 2016-2021 has just ended, and a new period of 2022-2026 has
begun. In this part, we will consider the company's approach to creating a strategy, the results
of the implementation of the strategy for 2016-2021, as well as the current strategic goals
within the framework of the strategy for 2022-2026. The relationship between IT and
business strategy analysis is provided in order to identify the main points of contact and

mutual influence.
As part of the strategy development process, the company identifies the following stages:

1. Market analysis, research, analytics. Company provides an analysis of external
opportunities and strategic directions of the Bank's development; analysis of Bank's
positioning in the market; Research of Net Promoter Score (NPS) and Customer
Satisfaction Index (CSI); forecasting of strategic Key Performance Indicators KPI;

analysis of the portfolio of strategic projects;

2. Setting and cascading goals. Development of strategic development goals and ways

to achieve them, broken down by management levels and business directions;
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3. Strategy development and implementation. Development of strategic development
paths and indicators to track the achievement of strategic goals, strategy

implementation.

4. Strategy management. Monitoring the implementation of the strategy, achieving

strategic goals and reporting on the implementation of the strategy;

5. Communication. Updating communication resources about ongoing changes and

successes, holding events to increase employee engagement.

The main goal of the strategy for 2016-2021 is the transition from a transactional and credit
bank business model to a "Bank of the Future" by developing a data management system
and expanding the range of non-bank products which in result will create a single space
(ecosystem) for bank customers, where they can use not only banking services, but also other
services of daily demand. Other strategic goals include: improving the corporate culture and
motivation system, development of digital and classic sales channels in terms of improving
the efficiency of the bank's client offices, as well as creating and developing products that

generate commission income.

The analysis of the report on the implementation of the strategy for 2016-2021 showed the

following results of achieving strategic goals, presented in table 15:

Table 15. Strategic goals for 2016-2021 achievement level assessment.

Strategic goal Level of achievement

Development and implementation of a data . .
Partially implemented
management system

Expanding the range of non-banking Partially implemented

products
Development of digital sales channels Implemented with insufficient effect
Improvement of bank's client offices Partially implemented

I tth te culture and -
mprovémen € corporatc culturc an Fully achieved

motivation system

As we can see, the set strategic goals were not fully achieved within the framework of the
implementation of the strategy for 2016-2021. Success was achieved only within the
framework of improvement the corporate culture and motivation system, and the main

strategic goal for the transition of the business model to the bank of the future has not been
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achieved. Of course, already in 2022, we see that some of the solutions within this goal have

been implemented, but with a delay of almost 1 year. Among them are:

— Development of digital sales channels and the change of focus to the use of a mobile
banking application, where customers receive additional benefits for banking

products (for example, an increased deposit rate);

— Development of non-banking products in partnership with companies belonging to

the parent holding (insurance, medicine, real estate);

— Improving the efficiency of banking internal processes through enhanced

digitalization.

At the beginning of 2021, the bank retained its transactional and credit model, but with a
differentiated elaborated strategy for corporate and retail business segments with the
provision of highly functional digital channels for the purchase and use of products, which
also gave advantages in the development of investment business and the creation of new
investment projects for clients (brokerage accounts, trust management, etc.). Customer
segmentation was partially implemented based on solutions within the framework of data
management and creating conditions for customer analytics and NPS level measurement. At
the same time, we can observe an increase in net commission income from 3.5 to 3.9 billion
rubbles (in percentage terms, the increase was 11.5%), however this level is lower than the

strategic goal in 3.4 times (-71%).

Among the indicators for tracking the implementation of the strategy, the bank identified a
scale for achieving strategic goals, as well as financial indicators for business blocks (retail,
corporate and investment) and general financial indicators of the bank. Also, within the
framework of the strategy, an analysis of the realization of these aspects is presented in the

table 16.
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Table 16. Realization of predefined risks and opportunities for the 2016-2021 strategy risk

and opportunity.
Aspect
Risk tunit
s Opportunity realization
Creating an environment to meet Ovportunity has
Outflow of customers to other financial and non-financial needs, PP ) y
. o been partially
banks taking into account the individual .
. . realized
characteristics of the client
L tes of devel t of th . .
o e.s .O eve opment o7 He Ensuring a technological breakthrough .
Bank's digital model, as well as the e . Risk has
. . by switching to digital channels, .
speed of creating new and changing . partially been
. . creating a better offer for customers .
existing products and services on . realized
based on advanced technologies
the market
Transition to an effective operational
. . . del: decision-maki tem, Opportunity h
Internal barriers to improving mo .e cCISTON-Haking system PPo un.l yhas
. flexible management approaches, been partially
efficiency . .
quality processes, models of realized
competence development and tools
Building a reliable IT infrastructure .

. o . . Risk has been
Insufficient reliability, with an open architecture and a set of artiall
fragmentation digital services for customers and P . Y

realized
employees of the Bank

As we can see, two out of four aspects related to IT, and both risks were partially realized.
Realized risks are connected with IT in terms of digitalization, IT infrastructure and data. As
it was already seen, the bank has a big amount of legacy information systems that are
restricted in terms of functionality, automation and intersystem interaction. McRorri (1998)
stated that legacy system — is the system has set standards for all subsequent ones. It may
also mean that the system is outdated and needs to be replaced. Such systems also need a
special approach in terms of management, stabilization and maintenance and this
responsibility is assigned to the IT support department. The result of a detailed analysis of

the information systems used in the bank is provided in the next subchapter.

Thus, it can be concluded that the low level of achievement of strategic goals is due to
incorrect cascading and tracking of the implementation of the set goals. As part of the
strategy for 2016-2021, the company outlined only business strategies, without separating it

into functional blocks in key areas. Most of the strategic goals are related to information
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technology, and this period was associated with the increased digitalization of business

processes and the transition from legacy systems, where possible without critical

consequences and costs, to modern systems:

ABDT developed the AB Connect — a single window interface for client office
employees to process applications for consumer lending in early 2021, then other
banking products (mortgages, bank cards, partner commission products) were

transferred;

Automation of the electronic channel of the call centre using the implementation of
the Aimee chatbot, which was developed by ABDT. However, at the moment, from
the client's point of view, the bot is able to answer only basic questions about the
status of the loan and account, but from the side of the call centre operator, this bot
made it possible to quickly issue instructions at the client's request, route requests
between operators with appropriate competencies and provide advanced analytics for

the supervisor;

Product factories — are automated back-office solutions for processing applications
by the bank's services for all major banking products. This product is also offered for

use by other partner companies, banks and fintech companies;

AB Online — application of AK BARS Bank for clients. It is among the top three
banking applications in Russia according to the Markswebb Rank & Report agency
(2020), the most convenient banking application according to the Usability Lab

version, etc.

As part of the 2021-2026 strategy, the Bank has already developed not only a business

strategy, but also functional strategies for the directions. As part of the business strategy, the

next stage of development is scaling the business, creating a qualitatively new customer

experience, improving the digital platform and developing the team based on the principles

of sustainable development. The bank claims that this will allow it to remain the best and

most reliable bank involved in preserving resources for future generations. We see that

within the framework of this strategy, a new aspect of activity is emerging — environmental,

social and corporate governance (ESG), which means that the company sets priorities for
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improving working conditions, saving natural resources and investing in social projects in

order to achieve global sustainable development goals.

The goals correspond to the most advanced and modern trends taking place in the economy,
banking industry and lives of regular people who are clients of the bank. The main efforts
will be aimed at improving the quality of life of customers, creating positive emotions and
impressions from Bank's products, which also corresponds to the current mission and vision
of the bank. The key objective of the new strategy is to develop the Bank's key competitive
advantage by best customer experience in solving its problems. The client-oriented business
model implies the creation of long-term partnerships with the client, will lead to a

qualitatively new level of interaction and increase customer loyalty.

The structure of the strategic plan includes the following sections:

1. Strategic analysis. This section includes an analysis of the bank's current position in
the market, an analysis of competitive advantages and operational directions of the

bank's development, as well as market trends and challenges;

2. Development Plans. This section includes setting the bank's mission and vision,
defining development priorities and setting strategic goals, describing the business
development strategy, ESG strategy and functional strategies by blocks: HR, IT, risk

management and compliance;

3. Financial Goals. This section includes setting the bank's financial goals and analysing

the achievability of strategic goals;

4. Key Risks. This section describes the external factors affecting the execution of the

strategy.

As part of the strategic analysis, the company conducts a macroeconomic forecast and
emphasizes that the spread of the new coronavirus infection has become a serious challenge
for both the world and the Russian economy, which has led to the formation of new
technological, social and economic systems, as well as accelerated the recovery of the world
and Russian economy. Then there is a description of the development of the banking industry

with an emphasis on increasing lending volumes and increasing income from investments in
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non-core business, as well as opportunities and threats to the economic and political situation
and banking industry. The key ones are an increase in the share of activity of non-bank
players in the financial infrastructure and a further more rapid strengthening of competition

in the FinTech market.

Among the key competitive advantages, the bank highlights a wide range of financial and
non-financial products and services, including the services of subsidiaries, as well as
focusing on its own IT developments based on modern technologies and their
implementation in business processes and state-level projects. Among the areas of growth,
the bank highlighted the increase in the level of development of client analytics in order to
effectively manage the product lifecycle, the development and competitiveness of IT

architecture, taking into account the high level of legacy Information systems.

The Bank took into account the previous experience of strategy development and the
achievability of the set goals, therefore, conducted a comprehensive analysis of the impact
of internal and external factors on their achievability using a simulation plan, as well as
calculated financial models. In addition, for the first time, strategic plans with the allocation
of the bank's resources were defined within each goal. The Bank declares that Strategic
goals, key transformations and development priorities are balanced and interrelated, which
reflects the integrity of the Strategy, the sequence of steps to achieve the goal and, as a result,
the possibility of achieving success in its implementation. To track the progress of
implementation, the bank offers operational monitoring in order to identify deviations and

respond in a timely manner.

Thus, the bank's main priority is to scale its business using online channels and integrate
communications at the intersection of digital and physical spaces, providing consumers with
a new phydgital experience — a combination of digital and physical experiences, including
augmented and virtual reality, which changes the perception of products and provides
consumers with a new experience. As we can see, the bank is again making the main bet on
IT technologies, but at the same time understands the current state of affairs. As we can see,
the bank is again making the main bet on IT technologies, but at the same time understands
the current state of affairs. The key strategic direction of technological development of AK

BARS Bank remains the development of its own digital platform AB Cloud.
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AK BARS Digital Technologies experts highlight that switching to the AB Cloud digital
platform helps to transfer the legacy to the virtualization rails, which will eliminate typical
problems for legacy system. However, transferring old codes to a new system is a
responsible and long-term task, which could take up to 300 working hours to transfer one
project. Digital platforms have the following advantages: multi-channel, standard, security,

layout capability, integrity and openness. Among the goals of creating own digital platform,
the bank highlights:

— Development of an efficient production environment;

— Development of architecturally correct solutions;

— Full automation of production processes;

— Use of ready-made components and tools with a low level of code.

As part of the bank's functional IT strategy, it describes the goals of creating the platform
and its advantages. However, when drafting it, the standards of strategy and strategic plan
were not taken into account, this strategy is simply a description of the target solution.
Perhaps these nuances are taken into account in the framework of project plans for the
creation and development of this platform, but still, as the literature review showed, clear
goals should be set in the strategic plan with deadlines, responsibilities and a detailed
description of the steps to achieve it. In addition, the company did not mention any other IT
goals. Thus, all the work of the IT department and the subsidiary of AK BARS Digital
Technologies should be aimed at creating and developing this platform. However, there are
other areas of IT activity that also require the development and creation of conditions for the

effective functioning of this IT strategy.
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The results of the analysis of the components of strategic business in terms of IT

development plans are presented in table 17:

Table 17. Results of comparative analysis of strategies of 2016-2021 and 2022-2026.

Aspects of business strategy and

components of IT Strategic plan 2016-2021 2022-2026

Yes, HR, IT, risk management

Availability of functional strategies No .
and compliance

—Scale for achieving strategic

Financial models have been
goals;

developed with the possibility
of modelling under the
influence of various factors

Indicators for tracking the

. . —Financial indicators for
implementation of the strategy

business blocks;
— General financial indicators;

Formulation of IT development goals
and objectives in accordance with the | Partially Only main goal
business strategy

Development of targeted solutions for General description of targeted

No .
IT solution
Development of migration plan:
deliverables, responsibilities and No No
schedules
Development of project and recourse
(investments) allocation map No Included in the project plans
Identification of possible risks and
development of alternative solutions Yes, but without solutions Yes, but without solutions
IT management system and No Mentioned, but not described
communication plan in detail

Establishment of rules for reviewing
and adjusting the strategy

Mentioned, but not described Mentioned, but not described
in detail in detail

Thus, the level of planning a business strategy is enhanced, the company took into account
previous experience and approached the stages of strategic analysis and development of a
strategic plan more carefully. In the current strategic plan, functional strategies were also
described for the first time in the form of a description of the main goals and benefits of the
target solution. IT is considered as a key strategic driver for business development, there is
a stable relationship between the strategic goals of business and IT, but at the same time

describes only one target solution, without considering other aspects of IT activities. In
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result, IT activities are planned at a low level. The next subchapter presents the results of the
analysis of the IT management system, existing Information systems, on the basis of which
key IT problems were identified. These problems may create prerequisites for the timely

implementation of the planned targeted solution to create a single digital platform AB Cloud.

4.1.2 Diagnostics of IT management system and organizational structure of IT

department based on internal regulatory documents

The IT department is an independent structural subdivision of the company, which is
responsible for ensuring the continuity of the Bank's activities in terms of IT; IT
development; implementation and maintenance of IT solutions; determining the directions
for the development of information technologies in accordance with the Bank's strategy. The

IT department includes the following subdivisions:

1. IT Development Department. Development of the Bank's information systems in
accordance with changing needs, participation in the introduction of new
technological platforms and software, interaction with other departments to ensure

the development of the Bank's information systems and IT projects;

2. IT Infrastructure Department. The main tasks of this division are system
administration, DBMS and system integration management and network

technologies;

3. IT Support Department. Among the main functions of the department are ensuring
continuous and high-quality provision of IT services, prompt resolution of incidents
and problems arising in the course of work, access control to IT services, information

service of the Bank's divisions within Information systems;

4. User Support Department. Ensuring the continuous functioning of local workstations
(personal computers, peripheral equipment), performing installation, configuration

and maintenance of system software;

5. Support department for cards, ATMs and POS-terminals. Among the main functions

of the department are ensuring continuous and high-quality provision of ATMs and
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POS-terminals, prompt resolution of incidents and problems arising in the course of

work, and ensuring the process of issuing bank cards.

The company has a combined organizational structure. The linear-functional structure
functions at the highest, middle and lower management levels. With such a structure, the
purpose of functional divisions is to prepare data for line managers so that they, in turn, can
make a competent managerial decision. At an operational management level, there is a
matrix structure. All divisions of the IT department report to the Chief Technology Officer
(CTO).

Thus, the IT department performs a wide range of tasks related to IT, projects and
development of the bank. It includes many structural divisions, the total number of which
exceeds 300 units. AK BARS Bank is a large company represented in many regions and the
IT support function in various fields of activity is also represented by regional
representatives. In general, the activity of the IT department performs all the tasks that
banking requires. However, data management and Bl-reporting tasks are performed by other
departments of Bank. At the same time, the entire range of system development is located
outside the bank - in the subsidiary company AK BARS Digital Technologies and other

partner vendors.

The IT management processes maturity level assessment was provided according to the
methodology provided by Baginsky (2010). The grade description is presented in the table
7. In addition to this evaluation system, the following indicators were determined: the
availability of this activity, the availability of documents regulating this aspect of the
activity, as well as the availability of automated software for carrying out the activity. The
assessment is based on the company's internal regulatory documents and data from the

business process management system. The assessment results are presented in table 18.
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Table 18. Results of IT management processes maturity level assessment.

Presence of a factor

IT business process Grade
Activity | Regulations | Software

IT Service Level Management + + - 4
Change Management + + - 3
Configuration and Release Management + + +/- 4
Incident and Service Request

+ + + 4
Management
IT Service Continuity Management + + + 4
IT Financial Management +/- + - 3

Average Grade: 3,67

IT management processes maturity level assessment has shown the following results:

IT Service Level Management process is fully organized and regulated by the
relevant documents, however, some activities within some services are not regulated
by the SLA. There is a catalogue of Information systems, but the level of its content
and the timeliness of updates should be improved, decommissioned systems and
external services may be reflected with the wrong status, and there is also no
distribution of Information systems within the business processes in which they

participate;

Change Management process is carried out and fully regulated, but the scale of
changes does not affect all systems of the bank. Decisions are made when problems

arise, but they must be proactive;

Configuration and Release Management it is executed and regulated, but it is opaque.
There is no information about the current versions of the program and upcoming
updates in the catalogue of services. The process itself is mostly carried out manually,
only in some systems it is automated. However, not all updates are accompanied by

appropriate documentation about the changes;
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— Incident and Service Request Management is carried out and regulated in full, the
process is divided into three support lines in different areas of activity. There is
incident and request management software. However, as part of the analysis, some

key problems were identified. More details about them are in the next sub-chapter;

— IT Service Continuity Management IT Financial Management are carried out and
regulated jointly with other divisions of the bank, but the processes were established
quite recently and are in the zone of "growing up". The financial part is fully
regulated by the Finance Department. The distribution of costs for IT services is not

carried out.

The maturity of the IT management system was assessed as satisfactory with an average
rating of 3.67. The company definitely has areas of growth in this direction. The choice
of approaches and the implementation of a combination of ITSM elements in full will

allow achieving a higher level of maturity of the IT management system.

4.1.3 Analysis of the voice of internal client

In the case of IT support, the internal client is also provided with a number of services that
endures the working process. The following internal IT services are provided for business

users by IT Support Department:

— Providing employees with access to Information systems;

— Solving user level incident (IT service problems) and service requests within the

framework of IT services;

— Maintenance of equipment at the workplace (computer, printer, telephone);

— Support of Information systems in operation and elimination of failures in

Information systems.

The results of the study are presented in table 19.
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Table 19. Results of the survey by the VolC method of employees of the "AK BARS" Bank's

business units.

Service ICS, %

Number of ratings

elimination of failures in Information systems

provided

Providing employees with access to Information systems 40,4 739
Solving user level incident (IT service problems) and 715 923
service requests within the framework of IT services ’
Maintenance of equipment at the workplace (computer,

. 81,4 1050
printer, telephone)
Support of Information systems in operation and 53.2 638

The survey results showed that internal customers are satisfied only with the Maintenance

of equipment at the workplace (computer, printer, telephone). However, this applies only to

employees of the head office and back office, employees of the call centre and front (client)

offices reported a number of problems, which are presented below. The issue of Providing

employees with access to Information systems is critical, there is the lowest level of

satisfaction. Employees also note a high level of instability of systems, this may primarily

be due to legacy systems. Solving user level incident (IT service problems) and service

requests within the framework of IT services is at an average level of satisfaction, but it is

necessary to achieve satisfaction of 80% (4 out of 5 customers are satisfied). At the same

time, employees were also asked to identify the main problems within these IT services. The

main groups of problems in IT services are presented in table 20.
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Table 20. The main groups of problems within IT services defined by bank employees.

IT Service Problems
Providing employees with access to
Information systems 1. Low application execution speed;
Solving user level incident (IT service 2. The absence of a single-entry point for sending
problems) and service requests within requests for access to the Information systems;
the framework of IT services 3. Opaque and not intuitive process of submitting
Support of Information systems in requests, lack of instructions on the method of

operation and elimination of failures in | submission and the necessary types of access.
Information systems

1. Poor quality of telephone communication for bank
Maintenance of equipment at the client office and call-centre employees;

workplace (computer, printer, telephone) | 2. Problems with maintenance of printers in working
condition.

The total number of claims reaches up to 600, but they were all grouped into 5 main groups
of problems. As for the provision of IT services within the first 3 groups, complaints were
mainly received from the head office divisions, and complaints about the quality of working

equipment were received from employees of the call centre and client offices of the bank.

Thus, the survey conducted in order to identify the Voice of the Internal Client allowed to
understand the main problems from the point of view of IT support and to get an assessment
of the services provided. Based on the results of this study, it is necessary to develop
problem-solving plans in order to increase the level of satisfaction of the internal client. This
questionnaire should also be provided to asses other internal services. For example, the
organization of the system of wages and remuneration, training, cleaning of office premises,
etc. The survey can be carried out up to two times a year in order to identify and eliminate
emerging problems in a timely manner, while employees will be satisfied that their opinion

is taken into account and the quality of services is improved.

4.1.4 Analysis of the IT support service and prioritization of information systems

used in the company

AK BARS Bank uses more than 100 different systems related to the support of the main
business processes and internal business processes, most of them are under the control of the
IT department. This division has several departments specialized in the support of main

business processes of the bank: retail business products, corporate business products,
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lending, cash and settlement services and payments, as well as two areas that will not be
considered in this study — investment business and software support. These areas were

excluded due to the specifics of the activities of these units.

In total, there were observed 86 IT-systems, where 40 are regular systems that require
systematic maintenance, and 46 are external services with fixed workload of 0,1 staff unit.
Prioritization of systems by load level was conducted to select systems with the highest
workload and further identification of root problems of increased workload. The selection
of information systems based on this criterion allows to focus on the analysis of the most

labour-intensive system by maintenance.

A SML formula was introduced to calculate the system maintenance load. SML — is the share
of actually incurred labour costs for system maintenance from the total amount of working

hours. Calculation of the system maintenance load (SML) was made by formula:

Ti*Di
WHx*k

SMLL ==

, Where:

— T; — time per i-activity within system;
— D; —driver (number of repetitions of operations) within i-system;
— WH — working hours a year per one employee;

— k — the coefficient of the effective working time fund, which takes into account the
absence of an employee at the workplace (vacation, sick leave, other absences, breaks
during the working day) and other functions that are not systematic (urgent task of

the head, trainings). It is constant and equals 0,75.

Calculation of labour costs for functions not related to Information system support include
the activities connected with communication (e-mail, video links and phone calls) and study
of documentation. This indicator was revealed expertly based on observation and amounted
to 15% of the load during the working day (72 minutes per day for 100% load employee). It
is strongly connected to SML: as more load is conducted per system, the more functions not

related to Information system support are performed.
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Calculation of the total workload of employees within the department (W) was calculated

by formula:

_ YsML
015

, Where:
— W-workload within department by support of i-systems;

— SML; — system maintenance load by i-system.

Table 21. Results of prioritization of systems by load level.

. Share of total
Type of system Type of client workload

Loan applications processing individuals 11,6%
Interaction with credit bureaus individuals 11,3%
CRM individuals 10,8%
Payrn§nts and transfers; cards, accounts, individuals 9.5%
deposits management

Issued loans management individuals 9,0%
Mobile bank application individuals 8,7%
Accounts and deposits management legal entities 5,4%
Loan applications individuals 4,5%
Overdue loans individuals and legal entities 3,9%
Loan applications processing and issued legal entitics 3.6%
loans management

Remote banking services legal entities 1,7%

A total work load of 11 IT-systems equals 80% of staff size were identified and other 20%
are external services and IT-systems with less than 1% of total workload. Further proposed
strategic and tactical recommendations will be considered within the framework of these 11
Information systems. The ratio of the load by type of business was for retail business - 67,35,
and for corporate business -12,65. First of all, this is due to the fact that the bank has many

more retail customers than corporate ones, as well as the size of the product line. A separate
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system or its module is created for each product. The biggest workload is associated with

the lending process, customer data management (CRM) and the maintenance of a mobile

application, which is a digital channel for the distribution of banking products and services.

The analysis of the main types and topics of appeals for these systems allowed us to

determine the following groups and the shares of appeals within certain groups. The results

are presented in table 22.

Table 22. Shares of Information system maintenance workload by groups

User-level incidents related to
product applications and data

Service level

services

incidents and System
Type of system bili .
Could have system stability | maintenance
Require the issues
participation of been
resolved by
IT support
users
Loan apphcatlons 40% 30% 10% 20%
processing
Inter.actlon with 10% 0% 10% 80%
credit bureaus
CRM 40% 20% 20% 20%
Payments and
transfers; cards,. 40% 30% 10% 20%
accounts, deposits
management
Issued loans 20% 30% 15% 35%
management
Mobile bank 40% 30% 10% 20%
application
Accounts and 30% 30% 10% 30%
deposits management
Loan applications 25% 50% 15% 10%
Overdue loans 20% 10% 10% 60%
Loan applications
processing and issued 20% 35% 15% 30%
loans management
Remote banking 40% 30% 10% 20%
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The analysis shows that the user-level incidents related to product applications and data have
a total workload of 56,36%, service level incidents and system stability issues has a total
workload of 12,28% and system maintenance requires 31,36% of working time. A level of
incidents that could have been resolved by users equals 26,82% of total workload and two
systems (Interaction with credit bureaus and Overdue loans) have a total 12,73% system
maintenance workload of total workload. These are the areas that will become the main focus
within the framework of operational recommendations to improve the effectiveness of

strategic management of IT resources in the next sub-chapter.

4.2 Model of the importance of IT strategy for the company's stakeholders and their

typical expectations

The theoretical aspects of the IT management process discussed earlier in the literature
review, the development of an IT strategy, as well as the definition of the role of the IT
support function within the IT strategy put forward the goals of developing an IT strategy.
Results of the analysis of strategic IT management system in AK BARS Bank are presented
from the point of view of four parties involved in the IT strategy development and
implementation process: top managers, business users, IT manages and IT employees. In
order for the IT strategy to meet the expectations of each of these parties, a Model of the
importance of IT strategy for the company's stakeholders and their typical expectations was
developed. The model complements the process of developing an IT strategy, since this
model takes into account not only the interests of business and IT, but also other important
components - business and IT employees, who, on the one hand, act as the user, and on the

other hand, IT specialists in Information system maintenance.

IT strategy development should be considered from the perspective of various stakeholders
in order to meet their expectations and requests. This study defines the views of the following

(internal) parties, presented on a figure 15.
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IT
department
Top Business
managers users managers employees

Figure 15. Parties of business and IT alignment.

Within the framework of the IT strategy, there are two main stakeholders: business and IT.
The business is represented by top managers and business users, as well as I'T by I'T managers
and IT employees. When developing an IT strategy, it is very important to take into account
aspects of these sides, which differ in nature. The proposed model doesn’t indicate
interactions and the effect of supervisory authorities, customers, suppliers and other external
parties, as an included result of interactions in the mutual requests of the 4 parties under

consideration.

Top managers

IT
employess

IT managers

Figure 16. Model of the importance of IT strategy for the company's stakeholders and their

typical expectations.
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The interaction between parties under consideration, depending on their needs to be satisfied,
and benefits that they could obtain, with the help of IT strategy are described in 7

dimensions:

1. IT employees expect top managers to establish adequate and implemented Service
Level Agreements (if applicable) and Key Performance Indicators, as well as
comprehensive support for IT processes. In turn, top managers are waiting for
relevant and proactive IT solutions to improve the efficiency of the IT service and

the business as a whole;

2. When implementing IT managers an IT strategy, IT employees want to see an
increase in their income, have career and professional growth. Meanwhile, IT
managers require them to perform their tasks in time in accordance with all necessary

business requirements;

3. Users, represented by employees of the organization, request from IT managers a
high degree of interaction with business units, the desire and ability to perform tasks
in full and on time. IT managers want to establish effective communication channels,

expecting synergetic interaction on key business and IT issues;

4. Top managers want to see business initiatives to introduce new technical tools and
system software to improve productivity, while users want to prioritize business
issues, as well as administrative support in interaction with the IT department,

especially in dispute resolution.

5. Users expect from the implementation of the strategy to increase the stability of IT
services, as well as to provide timely assistance in solving business problems. IT
employees want to see a clear statement of requirements in response, increasing the

overall level of interaction with users;

6. Top managers with the help of IT strategy want to increase the transparency of work
and business benefits from using IT, reducing costs and possible risks. In response,
IT managers expect approval of an IT development plan with top managers,
justification of the right resources and budget allocation, as well as confirmation of

major IT projects for both business and IT development;
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7. Only taking into account all the benefits listed above, the expectations and points of
view of the considered participants, the IT strategy can be developed and

implemented in full.

It is also worth noting that employees and IT users do not need a strategy, but its derivatives
- plans and directions of development, a common understanding of the task and details for
each of the areas of work that should be presented in IT strategic plan. The use of this model
is recommended when developing an IT strategy to take into account all the necessary
requests from different sides and could be used as an internal client driven approach for IT
strategy development. Only if all these interests are respected, the phenomenon of business

and IT alignment is achieved.

4.3 Recommendations for AK BARS Bank to improve IT strategy

This chapter presents strategic and operational recommendations for improving the IT
management system and strategic IT planning of AK BARS Bank in terms of strategic use
of IT resources. The recommendations are presented on the basis of a case study of AK

BARS Bank.

4.3.1 Development of strategic recommendations for IT strategic management

Analysis of the relationship between business and IT strategy has shown that set strategic
goals were not fully achieved within the framework of the implementation of the strategy
for 2016-2021: three goals were partially implemented, one goal Implemented with
insufficient effect and only one was fully achieved. The main goal of the strategy for 2016-
2022, the transition from a transactional and credit bank business model to a "Bank of the
Future" by developing a data management system and expanding the range of non-bank
products was not achieved. As part of the strategy for 2016-2021, the company outlined only
business strategies, without separating it into functional blocks in key areas. Most of the

strategic goals were related to information technologies.

The company also has identified four risks and the two of them were partially realized.
Realized risks are connected with IT in terms of digitalization, IT infrastructure and data. As

it was already seen, the bank has a big amount of legacy information systems that are
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restricted in terms of functionality, automation and intersystem interaction. The main
problem of the low level of achievement of strategic goals is incorrect cascading and tracking
of the implementation of the set goals. As part of the 2021-2026 strategy, the Bank has
already developed not only a business strategy, but also functional strategies for the

directions: HR, IT, risk management and compliance.

The results of the analysis of the components of business strategy plan for 2022-2026 in
terms of IT strategy has shown that, for the functional IT strategy main IT development goal
was formulated: to create a single digital platform AB Cloud, and the goal presents a general
description of targeted IT solution. However, there was still no migration plan with results,
responsibilities and schedules; solutions for identified risks are absent, as well as IT
management system and communication plan. Project and resources allocation map is

necessary, but it was not mentioned in IT strategy, but only in project plans.

For business strategy of 2022-2026 cycle, IT is considered as a key strategic driver for
business development, and there is a stable relationship between the strategic goals of
business and IT, but at the same time describes only one target solution, without considering
other aspects of IT activities. In result, IT activities are planned at a low level. The situation
of not achieving the set strategic goal could realise in the future. The main responsible party
for the implementation of the IT strategic goal is AK BARS Digital Technologies, a separate
business unit that performs the role of an internal outsourcer in the production of Information

systems.

However, there are no strategic goals for the development of the IT management system, as
well as other goals within other components of the Information system. A detailed
description of the IT strategy as a separate functional strategy will avoid the implementation
of risks, as well as strengthen IT as a strategic resource. Within the framework of this study,
a recommendation is proposed for the creation of a separate IT strategy for 3-year cycle,

which will include:

— Cascading strategic business goals to the IT strategy level,;

— IT goals, vision and missions;

— Analysis of the current state of IT;
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— Desired IT status and planned IT changes;

— Migration plan and IT budget allocation map, communication plan.

To develop an IT strategy, it is recommended to use the approach and structure of the IT
strategic plan proposed in this master's thesis, taking into account the Model of the

importance of the IT strategy for the company's stakeholders and their typical expectations.

Creating a separate IT strategy will increase business benefits from using IT, reduce costs
(for business in general, for IT in particular); increase transparency of IT and reduce risks.
In turn, it will be easier for the IT department to justify the IT budget, coordinate IT
development with business management and users, justify structural changes within the
framework of achieving strategic business goals and increase the level of its influence in the
company. Theoretically, it is difficult to assess the cost-effectiveness of an IT strategy. If we
consider the effect of the IT strategy as the effect of all proposed and implemented IT
projects, then this implies an assessment of the economic efficiency of each of the projects,
which is a time-consuming task and may exceed the total time of developing an IT strategy.
If we consider 3-5 main projects, we can assume that the effect of the implementation of a
number of interrelated projects will be higher than the effect of each of the projects

individually.

Therefore, as part of the assessment of the effectiveness of the implementation of the IT
strategy, it is necessary to consider the achievement of post-assigned goals and other
intangible benefits from creating a clear, standardized and transparent process for
developing, managing and improving IT. The IT strategy should be aimed at solving current
IT problems that hinder the implementation of the strategic goal. The analysis of the
Information system showed that the company sets significant goals for itself, but cannot

achieve them because of the underlying problems:

1. A large number of legacy systems, that cause typical problems and hinder the

improvement of IT efficiency;

2. Problems with data, their quality and the level of integration between systems;
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3. The fragmentation and incompleteness of management decisions in the field of IT,
because most of the time of the service is aimed at solving current operational

problems, and not at proactive interaction and development of IT;

4. Low level of competence on the part of business users, on whom they directly depend

on IT employees and create an additional burden on the IT support department.

The main problem of AK BARS Bank following the results of the 2016-2021 strategic cycle
was the low level of efficiency of the implementation of the business strategy. In turn, this
is due to the discrepancy between strategic development goals and IT development goals.
Information system is not ready in the current state to achieve the set strategic goal. This is
also due to the inability to implement the tasks assigned to IT on time and the slow speed of
revision and modification of the strategic IT plan. Its cycle should be shorter than the
business cycle, and the goals should be simpler and more achievable, but in accordance with
the business strategy. This may also be due to the low level of communication between
departments, the lack of a single supervisory authority for the implementation of functional
strategies and a transparent process for determining the status of the implementation of

strategic goals.

Creating a clear IT strategy, where current problems and methods of solving them will be
worked out, will allow unloading the systems support department, which will be able to
develop current systems, refine them, as well as strengthen interaction with the vendor - AK
BARS Digital Technologies to achieve strategic business goals. When implementing these
strategic initiatives, it is recommended to be guided by the principles of COBIT, which were

considered earlier in this study.

4.3.2 Development of operational recommendations for IT strategic management

The VoIC survey results showed that internal customers are satisfied only with the
Maintenance of equipment at the workplace (computer, printer, telephone). However, this
applies only to employees of the head office and back office, employees of the call centre

and front (client) offices reported a number of problems, which are presented below:
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1. Poor quality of telephone communication for bank client office and call-centre

employees;
2. Problems with maintenance of printers in working condition.

To solve this problem, the IT department must conduct a check of communication systems,
identify key problems (they can be both infrastructural and hardware on the user side) and
provide optimization for this direction: replacement of telecommunication equipment and
networks. This aspect is also important for an external client, since a bank employee is a
direct representative, and if communication difficulties are created when communicating
with a client by phone, he may form a negative attitude both to the phone call and to the

bank as a whole.

In turn, printers are consumable material in the banking sector and should be systematically
updated. However, in the regions of presence remote from the head office, the printer
maintenance is serviced by an outsourcing organization. In this case, the Bank needs to check
the level of service provided by the outsourcing company, as well as assess the current
condition of the equipment and, if necessary, replace it. Printers are involved in many
banking processes, and their incorrect operation is a bottleneck in business processes: they
lengthen the process and, consequently, the waiting time of the client, which ultimately
affects the negative attitude towards the bank. In the future, the Bank needs to switch to
electronic document management where it is possible from the point of view of legislation,

which will allow to abandon printers and solve the problem in the root.

The issue of Providing employees with access to Information systems is critical, there is the
lowest level of satisfaction. Employees also note a high level of instability of systems, this
may primarily be due to legacy systems. Solving user level incident (IT service problems)
and service requests within the framework of IT services is at an average level of satisfaction,

but employees still mention the following problems:
1. Low application execution speed;
2. The absence of a single-entry point for sending requests for access to the Information

systems;
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3. Opaque and not intuitive process of submitting requests, lack of instructions on the

method of submission and the necessary types of access.

All the mentioned problems are connected with Service Desk process, as well as Information

systems stability provision. Maintaining systems in a stable state is an important and difficult

task for IT specialists, it involves a long and complex process of analysing key causes and

refining systems. This requires free working time, as well as achieving a state of proactive

mode of operation, when problems are identified and resolved before they occur. It is

impossible to achieve this goal in the current mode of operation. To do this, it is necessary

to reduce the load on the IT department in terms of requests from users. All the problems

pointed out by users are interrelated. To solve them, a set of actions is proposed to optimize

the work of the Support department:

1.

Form a single-entry point for all queries. The support service is a mature strategic
function that is crucial not only for the operation of the service, but also for the entire
Information system as a whole. Being a single-entry point is one of the most
understandable definitions of Service Desk. At the moment, service requests and
incidents at the user level are received through the Service Desk portal, part of the
access to the system is granted on the same portal, and the other through internal
document management systems, which is explained by the fact that this system is
legacy and connected to automation process — the ability to provide access to other
legacy systems is tied to it. However, for users, this process is unintuitive and
complicated. It is necessary to transfer the application of all incidents and the
provision of access to a single Service Desk portal. This task is not difficult, but it

requires additional free working time to solve achieve this desired state.

Create simple and clear instructions that will allow employees of business units to
solve incidents on their own. Due to the lack of a transparent interaction process in
the Service Desk, users begin to contact IT employees directly by mail, phone,
distracting them from the workflow and asking clarifying questions about where and
how to apply requests correctly. This disrupts the workflow and reduces the speed of
solving queries. Creating a simple and clear instruction on the portal home page will
significantly reduce such interruptions in the workflow. It is possible to strengthen

this solution by creating an intuitive search on the topic of the appeal inside the portal.
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The IT solution used has such functions, IT specialists only need to correctly

configure keywords for query topics.

Optimize templates for creating requests on the Service Desk portal. The audit of the
IT support system showed that the names of the topics of the appeal are often
incomprehensible, written in a language difficult for users and often confuse them,
users incorrectly start the appeal, and it is irrevocably sent to the responsible
employee. Here there is another process loss associated with additional routing of the
application. In addition, employees often have to request additional information from
users to solve the problem. Adding mandatory fields to the request card will solve
this problem. To do this, it is necessary to analyse the main topics of user requests,
create special topics and maps of requests for them in order to speed up the process
of solving the problem. At the same time, some issues will be resolved before the
appeal is filed, since the user will receive instructions with the solution of typical

problem, which does not require the participation of an IT department employee.

Transfer part of the functionality for dealing with incidents and user requests from
the second support line to the first to reduce the load on the second line. Finally, in
order to reduce the burden on second line employees, who not only solve incidents,
but also create and develop Information systems, it is possible to transfer some of the
topics of appeals to first-line employees, who will solve these user problems faster
and with lower costs. To do this, as part of the analysis of the topics of appeals, it is
necessary to identify requests that can be solved by first-line employees and transfer
this functionality to them, if necessary, conduct additional training for first-line

specialists.

Update the unified Confluence knowledge base. Also, as part of the observation, it
was noticed that employees almost do not use a single knowledge base, but use their
own notes, which they store on the computer's hard disk. When an employee is
dismissed, this information and accumulated knowledge may be hopelessly lost. To
do this, it is necessary that employees update the internal instructions in the

knowledge base.
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6. Conduct user training on improving computer skills and using the Service Desk
portal. During the interview, it was noted that users often make basic mistakes when
working with a computer and programs due to the low level of computer use. The
training will reduce the number of mistakes made and reduce the amount of work for
IT support staff, as well as reduce the volume of calls and letters about how and

where to apply correctly.

The proposed recommendations do not require serious improvement of the Information
systems and do not involve additional financial costs. As part of the implementation of these
operational solutions, it is necessary to be guided by the ITSM frameworks that were

considered earlier in the study. The most suitable for AK BARS Bank is ITIL 4.
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5 DISCUSSION

This chapter is addressed to present the meaning and relevance of the research results by

analysis on the relation with literature review findings.

Banks face with the problem that the low level of IT resources management limits the speed
of how business reacts on the market and consumer needs. This problem was proved by the
results of the study that AK BARS Bank faced the problem that the main strategic goal of
2016-2021 strategic period the transition from a transactional and credit bank business model
to a "Bank of the Future" by developing a data management system and expanding the range
of non-bank products which in result will create a single space (ecosystem) for bank

customers was not achieved.

The case study has shown that achievement of this goal is strongly connected with the
management of IT resources, which is provided at a low level in a case company. The in-
depth analysis of IT support function in a case company identified the main problem of IT
strategic planning: the lack of resources that are supposed to be used for the development of
the Information system, but instead are aimed at the current maintenance of Information
systems and solving daily incidents related to the operation of Information systems. The
development of solutions to solve this problem has revealed that this problem is mainly
related to poorly built internal IT services of the company: technical support of users and
support of outdated systems in manual mode without a proper level of automation of the

simplest tasks that take a lot of human resources of IT specialists.

The research results show that business and IT strategy have a strong dependence. Business
goals could not be achieved with the low-level of IT strategic planning. At the same time,
the IT strategy should take into account the current state and capabilities of IT, as well as
identify critical problems that hinder the achievement of the business strategy goals.
Decomposition of business goals to tactical tasks and building an IT management system
based on them in terms of identifying the target expectations of internal customers to meet
the needs of all stakeholders: senior management, business, users and IT specialists, will

improve the efficiency of the IT management system in all key areas and increase the overall
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speed of responding to market and consumer demands due to the clear distribution of current

resources to key areas of IT activity.

This master thesis offers novelty in the form of theoretical foundations for the development
of IT strategy by proposing an approach, based on the use of IT as a strategic driver and a
model of the importance of IT strategy for the company's stakeholders and their typical
expectations; a method, describing the process of developing an IT strategy; a description of
the structure of the IT strategic plan, which were practical approbated by conducting a case

study of AK BARS Bank.

These theoretical foundations could be used for medium-sized or large companies of banking
sector, or companies that use FinTech technologies as a key business product, as the IT
strategy that could be developed using this approach and method, is focused on the of process
creating internal conditions of Information system for the successful implementation of
business strategy and achievement of the business goal with the focus on internal IT business

processes and Information system maintenance.

The key findings of the master thesis support existing theories on how the IT strategy should

be developed:

1. There is a strong relationship between business and IT strategy, that’s why the goals
of the IT strategy should be aligned with the goals of the business strategy, and not
exist separately. At the same time, the IT strategy should be an independent and
complete entity with its mission, vision and goals that correlate with the business
strategy. IT planning at a low level in the form of a nested functional strategy to the
main business strategy is a managerial mistake and can lead to the death of the

business;

2. The analysis of the Information system in order to identify current problems is a key
stage that allows to determine the basics of the Information system development in

order to achieve business goals;

3. The development of goals and objectives for the IT strategy should be comprehensive

and affect the main functional areas of the IT management system.
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6 CONCLUSION

The research aim of the following master thesis to develop and/or adapt the approaches and
methods of IT strategy development and provide a practical approbation by conducting a
case study of AK BARS Bank was achieved by providing a literature review on the role of
IT strategy within the strategic business management and IT maintenance function within
the IT Asset Management, and to analyse the approaches and methods of IT strategy
development; designing own vision on approach and method of IT strategy development,
strengthening it by model of the importance of IT strategy for the company's stakeholders
and their typical expectations and description of the IT strategic plan; and providing a
practical approbation by conducting a case study of AK BARS Bank that in result formulated
strategic and tactical recommendations in order to enhance the role of IT as strategic business

driver.

The study does not support or refute the methods and approaches of developing and
evaluating an IT strategy. On the contrary, the main goal is to analyse and collect the best
practices of experts and scientists, and present author’s own opinion. This research does not
mean that the applied methods and approaches of IT strategy development and assessment
are the only correct ones. They are selected and presented as tools which are considered by
the author as the most actual and representative. The research focuses on IT strategy
development process on a case study of a commercial bank. External trends and internal
events that are taken into account when analysing and developing an IT strategy for a
company are limited from 2016 to 2026, as the analysis is provided for previous (2016-2021)
and current strategic cycles (2022-2026).

In addition, this study suggests that it is also important to take into account the voice of the
internal clients, since only they know the key problems that they face every day as part of
the work tasks. And also using an approach to developing an IT strategy based on identifying
and meeting the expectations and needs of an internal client will allow to develop a strategy
based not only on one of the approaches of IT strategy development considered during the
infrastructure review, but to take into account the main provisions both of these approaches:
business and IT alignment, and ITSM frameworks. However, the research results have the
following limitations. The generalizability of the results is limited by sample size of one
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company and two strategic periods: 2016-2021 and 2022-2026. The methodological choices
were constrained by the access to the case company data that could be analysed and

presented to the third parties.

RQ1: The following master thesis defined that IT could be used as a strategic driver for
business and IT should be taken into account as an important factor in the development of
an IT strategy, since the current state of affairs in the IT support and management system

depends on how great the possibilities of achieving a strategic goal are.

RQ2: The IT strategy should be developed within the framework of a functional business
strategy with a planning period of up to 3 years. When developing an IT strategy, it is

necessary to be guided by various factors:

— The approach that is used in order to establish the process if IT strategy development,

should include certain stages, that are presented in subchapter 2.4;

— The approach should be based not only the on business and IT needs, but also take
into account other internal parties, that are mentioned model of the importance of IT
strategy for the company's stakeholders and their typical expectations that is

presented in a subchapter 4.2;

— The IT maintenance process that is a part for IT asset management process it has a
direct impact on the current state of IT and the possibility of changing it to create

conditions for achieving strategic goals;

— Within the framework of a functional IT strategy, not only business goals should be
taken into account, but also other interrelated goals for solving Information system
problems, which may be related to employees, software, hardware and infrastructure,

the IT management system and other components of the Information system.

RQ 3: The main problem of AK BARS Bank following the results of the 2016-2021 strategic
cycle was the low level of efficiency of the implementation of the business strategy. In turn,
this is due to the discrepancy between strategic development goals and IT development
goals. Information system is not ready in the current state to achieve the set strategic goal.

This is also due to the inability to implement the tasks assigned to IT on time and the slow
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speed of revision and modification of the strategic IT plan. Its cycle should be shorter than
the business cycle, and the goals should be simpler and more achievable, but in accordance
with the business strategy. Creating a clear IT strategy, where current problems and methods
of solving them will be worked out, will allow unloading the systems support department,
which will be able to develop current systems, refine them, as well as strengthen interaction
with the vendor - AK BARS Digital Technologies to achieve strategic business goals. All
the mentioned operational problems are connected with Service Desk process, as well as
Information systems stability provision. Maintaining systems in a stable state is an important
and difficult task for IT specialists, it involves a long and complex process of analysing key
causes and refining systems. This requires free working time, as well as achieving a state of
proactive mode of operation, when problems are identified and resolved before they occur.
It is impossible to achieve this goal in the current mode of operation. To do this, it is
necessary to reduce the load on the IT department in terms of requests from users. All the
problems pointed out by users are interrelated. To solve them, a set of actions is proposed to
optimize the work of the Support department: The proposed operational recommendations
do not require serious improvement of the Information systems and do not involve additional
financial costs. As part of the implementation of these operational solutions, it is necessary
to be guided by the ITSM frameworks that were considered earlier in the study. The most
suitable for AK BARS Bank is ITIL 4.

As future research prospects complementing this research topic can be:

— detailed analysis and creation of a combined IT service management (ITSM)
frameworks aimed at creating conditions for achieving IT-oriented business goals,

implementation of which is addressed to support the implementation of IT strategy;

— practical approbation and refinement of the developed approach and method from

the point of view of the results obtained for companies in another sector;

— enhancement of the model of the importance of IT strategy for the company's
stakeholders and their typical expectations including not only internal, but external

parties (suppliers, regulator, clients, etc.)
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