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EDITORIAL

Managers Are Also Controlled

izations.
For organizations, there are several variants of leadership, for example, manage-
ment, governance, administration. Management represents the organization’s succes-
sful orientation. Administration represents leading organizations on the basis of predeter-
mined rules.

Governance refers to leading organizations based on trust. Such an organization is the
state, but the term governance began to be used also for the association of owners, which
is an organization based on trust. Governance means the combination of processes, cus-
toms, policies, laws that affect how a company is run. Corporate governance refers to all
relations between owners (within the General Assemblies or Councils of Administration)
and the relations between owners and managers (appointing managers, managers’ evalu-
ation). A good governance should result in increasing the value of the enterprise

The term ,governance” has been used since 1937 by Ronald Coase in his work 7he
Nature of the Firm, but the subject has begun to be approached more frequently after
the year 1992 when in the UK it was elaborated a code of best practices in management
(by the committee headed by Sir Adrian Cadbury), it was created an international network
for corporate governance, a corporate governance manual was created in the USA (by the
committee headed by Mervyn King). While the O.E.C.D. has developed principles for
corporate governance.

Previously there were a few key moments that led to ‘ () ) .
the clarification of governance matters. Among these, we . .
mention that J. Burnham identified the managerial rev- .‘ ’.
olution around 1925, which represented the separation ‘ — , Corporate “
between owners and managers. Sociologists have begun ‘ governance is ‘
to define the enterprise as a collection of contacts (con- ’ to make sure that N
tractual theory), there are employment contracts for the \ ’ management is doing ’
performers, but also management contracts for the lead- ‘ ’ its job properly.” "

T o lead is a general term referring to directing entities while moving, changing organ-

ers. In sociology, the managers are seen as employees. Pearl Zhu
In this manner it was identified an ,informational asym- . . £
metry”, managers having more accurate information than e . \ .

the owners. There is a large influence of managers over ‘ ‘
I

the election of the Board of Directors in companies in
which ownership is dissipated. Managers’ power becomes
larger than that of the owners.
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The agency theory was de-
veloped by Mac Jansen and W.
Meklin (1976); within the theory
the manager is seen as the agent
of the owner. Also, contracts for
profit sharing were made (gain-
sharing contracts) as a result of
owners understanding the role of
the managers but also the role
of employees in value creation.
Profit is shared among owners,
managers and employees, which
leads to the emergence of social
peace.

Governance emphasizes on
the appointment of managers and
administrators on control func-
tions (audit) and the creation of
a managerial philosophy (vision,
mission, policy, strategy). The
main shareholders are entitled to be informed and to decide who will lead the company.

The OECD principles with regards to corporate governance foresee shareholders’
rights to be specified; fair treatment of shareholders; the role of interest groups in the
governance of corporations to be specified; information transparency; responsibilities of
the Board of Directors to be specified. Lately, the world has increasingly focused on
improving corporate governance, that arose the need for universal standards applicable
to the performance of companies, in addition, an index was developed to assess the
governance in companies with dispersed shareholders.

Taking into account the impact it has on corporate
governance, the term governance is also used to man-
. ’ ‘ . age systems of systems, quality systems, or information
. % P . systems. All these actions are directed to ensure the
. & Z N ‘ health and effectiveness of the body which is the com-
y— , Corporate N pany.
‘ Governance is simply ’
’ the system by which ‘

\ ’ companies are directed

g,
’ and controlled.” \

Sorin Ionescu
Editor-in-Chief

Mervyn King

- >
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Portability of Projects

(armen Laura Zarzu (1), Josephine Olson (2)
(1) IPROMET Bucharest, Romania, (2) University of Pittsburgh, USA

Abstraet

This article introduces the concept of project portability for industrial and technical
assistance projects, where a special characteristic of these projects is that they can
be replicated in terms of technology, know-how, plans and procedures, but applied
in different environments. The purpose is to save resources both from reutilization
of planning and design and from improved procedures for avoiding risks. As is well
known, the main impact on the success or failure of new implementations comes
Jfrom cultural factors, ceteris paribus. In order to assess the influences of cultural
diversity, the article offers a practical instrument, the cultural profile radar that may
identify cultural incompatibilities that affect the success of a project. The instrument
has eight cultural dimensions that are analyzed for each of the four project pariners,
namely the implementing organization or the initiator of the project, the project
manager, the project team and the host community in which project is implemented.

While communication, transfer of infor-
mation and knowledge, the mobility of
workforce and specialists are constantly
increasing, cultural diversity still impacts
projects and represents a continuing chal-
lenge for managers and implementing
organizations.

Keywords: portability, cultural diversity,
cultural profile radar, project
management

Introduction

A significant portion of any project’s
budget is allocated to feasibility studies
and the design phase, which includes re-
search, market analysis, planning, recruit-
ing, and sometimes training of the team

* (orrespondence to Carmen Laura Zarzu: elzarzu@yahoo.com

' ) O .
PSS X
S, s &2,

‘ ’ bricourage the efficient u. ‘

of resources and equally to
\r’ require accountability for, ‘ ’
the stewardship of those \ o
‘ ’ resources” ’
Y‘ ‘ ir Adrian Cadbu

SV
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and manager. For large projects, it may
also be necessary to have a pilot imple-
mentation at a reduced scale in order to
estimate risks. The aggressive competition
requires organizations to exploit all their
competitive advantages while easy access
to information and open product and
workforce markets erode traditional differ-
ences and make the world flatter (Fried-
man, 2005).

Portability Concept

Organizations would like to reduce the
time and cost of the preliminary stages of
a project, and a way to standardize proj-
ects and anticipate risks is to replicate suc-
cessful earlier experiences. For example,
the budget of a regular construction project
may include up to 10% of the total cost just
for the design phase, and standardization
of design solutions may save 20% — 50%
of the design efforts (OAR, 2006). Due to
economic forces and risk aversion, more
and more sponsors want to repeat a suc-
cessful experience in a different context,
creating a clone, if possible.

The concept of portability is suggested
to describe the features of a project that can
be replicated in a different environment in

6 FAIMA Business & Management Journal

terms of technologies, know-how, plan-
ning and budgeting. The term portability
has been previously used for insurance
and pension funds that can be transfer-
red from one system to another without
affecting the interest of beneficiaries. More
recently, portability refers to the ability of
software to be accessed from different de-
vices or systems. Portability is also the term
for the ability to transfer phone numbers
from a provider to another.

Portability, as used in this article, brings
significant advantages in the case of indus-
trial, engineering and technical assistance
projects, focusing on the transfer of tech-
nologies and know-how. Industrial and
engineering projects have military origins
related to the constructions of bridges and
roads, while technical assistance projects
were developed after the Second World
War to support disadvantaged communi-
ties. Sometimes the two types of projects
intersect and disadvantaged groups that
need technical assistance are provided with
engineering projects carried out by inter-
national organizations or philanthropic
groups like the World Bank or United Na-
tions agencies in the areas of water supply,
sewage treatment, or food processing. At
the same time, industrial projects may lead



to changes in the lifestyles of the host com-
munities as in the case of oil exploration
and processing projects that require the de-
velopment of connected industries (trans-
portation, environmental). Research and
design for new interventions, feasibility
studies, and sometimes pilot applications
require important financial and human re-
sources as well as time; therefore, multiple
uses of the preparatory efforts may lead
to savings if the implementations are suc-
cessful. It is important to mention that both
industrial and technical assistance projects
are developed in multicultural settings, first
because the transfer of know-how requires
people with special types of expertise re-
gardless their cultural background, and se-
cond because the implementation of a new
project is in a new milieu chosen due to
resource availability or the needs of dis-
advantaged communities.

However, the clone of a successful pro-
ject does not guarantee the same result for
an implementation in another context.
Even if all technical and economic specifi-
cations are replicated and required resour-
ces are made available, there are cultural
differences that may influence the course
of action. Portability is sensitive to cultu-
ral differences among the implementing

organization, the project manager, the pro-
ject team and the host community in which
project is implemented. Therefore, an or-
ganization that wants to predict the re-
sults of a project that replicates a previous
experience in a different environment must
analyze the cultural compatibility among
the four implementing parties.

Porlability Radar

From a literature review and a survey of
managers with multiple, multicultural ex-
periences in implementing industrial and
technical assistance projects in different
geographical areas, the author developed
a list of eight cultural factors that have an
important impact on the development of a
project if there are important dissonances
between the partners. These eight cultural
dimensions are relevant for all four parties
involved in implementation (Zarzu, 2017).

I. Monochronic — polychronic refers to
the interpretation of time. Monochronic
cultures have a linear perspective of
time; they consider it a valuable re-
source and therefore they carefully plan
activities in sequences. Polychronic cul-
tures consider time an endless resource,
with a cyclical perspective, and thus

Volume 6, Issue | — March 2018 7




(armen Laura Zarzu, Josephine Olson

multi-tasking is common. Incompati-
bility in terms of the approach to time
may hamper activities due to poor syn-
chronization of project activities and
time alignment (Hall, 1990; Guirdham,
2005). In such cases, the four parties are
unlikely to have a common understand-
ing of planning, which will decrease in
value and importance.

II. High —low context communication

is the dimension that characterizes the
level of details shared; the subjective
and indirect transfer of information; and
the use of innuendoes, codes, and al-
lusions. The dialogue between people
from these two communication ex-
tremes is difficult, with distorted mes-
sages. (Hall, 1990; Groves & Feyerhem,
2011; Brett et al., 2006; Abbasi et al.,
2014). This type of incompatibility may
lead to a poor understanding of direc-
tions and useless feedback, not to men-
tion the risk of improper actions.

III. Tolerance to uncertainty describes

the capacity of people to accept new,
unknown, unplanned events. A low
level of tolerance to uncertainty charac-
terizes groups who avoid new experi-
ences and risks. Such groups can delay

e
w =
e

decisions and lead to slow progress
(Hofstede, 1983; Ting—Toomey, 1999;
DeCarlo, 2004; Schneider & Barsoux,
2003; Chevrier, 2003). Incompatibility
in the case of industrial or technical as-
sistance project implementations, usu-
ally associated with unforeseen events,
may lead to contradictory tendencies
and solutions.

IV. Multicultural experience is impor-

tant for the acceptance of diversity and
for adaptability of the team manager,
team members and the implementing
organization. Groups with multicul-
tural experiences communicate better
and are more likely to avoid conflicts
(Ting-Toomey, 1999; Kloppenberg,
2009). Tolerance to uncertainty is often
improved by extensive multicultural ex-
periences.

V. Individualism — collectivism repre-

sents the cultural dimension that refers
to the relationship between group mem-
bers, and characterizes the level of com-
promise and integration of the group
(Hofstede, 1983; Trompenaars, 1996).
Together with tolerance to uncertainty,
this cultural dimension facilitates the

evaluation of risks and interpretation




of conflicts due to the competition for
available resources.

VL. Etic —emic, are the extremes regarding
interpretation and acceptance of cultu-
ral values and customs. The emic analy-
sis is internal, looks to local values, and
is specific to mono-cultural groups,
while etic analysis takes an external
point of view and considers global cri-
teria (House & Aditya, 1997; Lord &
Maher, 1993; Morris et al., 1999).

VIL. Power distance measures the accept-
ance of authority and subordination and
of hierarchies. People from different
groups with different views on hierar-
chies may have serious cooperation in-
compatibilities (Hofstede, 1983; Ely &
Thomas, 2001; House et al., 2004). In-
compatibility in this respect may ham-
per the proper transfer of knowledge
and know-how sometimes associated
with imposed subordination.

VIII. Learning interest characterizes peo-
ple open to new experiences, eager to
change and willing to accept new ap-
proaches. Learning capacity reflects the
ability to absorb, transfer, translate and
redefine concepts and objectives specif-
ic to the project (Hofstede, 1983; Thomas

Portability of Projects

& Ely, 1996). Each project is unique,
representing a learning opportunity and
needs people able to adapt.

Measuring the eight cultural dimensions
for the four partners of a project, namely
the implementing organization, the project
manager, the project team, and the host
community, and combining the dimen-
sions into a unique diagram may provide
indications of the potential success in rep-
licating the initials stages of a project. For
this purpose, the authors suggest utilization
of a specific instrument, the cultural pro-
file radar (Figure 1. The cultural profile
radar), which considers four sectors, one
for each implementing partner, and in
each sector the eight cultural dimensions.
Given that the main characteristics of the
cultural radar are known as previously de-
fined in the literature, the article does not
provide detailed information regarding
the specifics of associated measurements
and procedures for the analysis.

The cultural profile radar representation
allows one to identify the cultural incom-
patibilities among the implementation part-
ners, thus providing indications regarding
possible dysfunctions during the develop-
ment of projects.
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M - VI
M- VI

M- VI

M -1l
M-Il

Legend:
(ultural dimensions
[ — High — Low Communication

Il = Tolerance of uncerlainty
[T — Multicultural experience
IV — Monochronic — Polichronic
V — Individualism — Collectivism
VI — Etic — Emic

VII — Power Distance

VIII — Learning Interest

Failures may result from an improper
understanding of instructions due to poor
communication between the implementing
organization and the host community, lack
of synchronization between the manager
and the team due to different percep-
tions of time, incompatible decisions due
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o-1
o-

O-Vi

O-Vil

O - Vil

E-II

E-1I

E-VI
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Implementation pariners

(0 — Implementing Organization

T — Team members

M — Team Manager

[ — Implementing Environment / Host Communily

Figure 1 — The cultural profile radar

to intolerance of uncertainty or denial of
authority between the team, project man-
ager and host community. In addition,
one may develop cultural profile radars
for participants in the original project and
in the replication in order to compare the
cultural differences between the two



groups and to identify their incompatibil-
ities on the eight cultural dimensions. It is
not mandatory that all parties have iden-
tical scores, but similar shapes show com-
patible cultural profiles, regardless the pro-
cedures used for the analysis of the eight
cultural dimensions. Practically for a new
implementation the organization focuses
primarily on the cultural specificity of the
host community, and based on that de-
cides the criteria for the selection of team
and managers.

Drawing the cultural profile radar starts
with the analysis of the eight dimensions
for each of the partners and then compar-
ing tendencies between them. The culture
of the implementing organization is the
distinctive label of the project, and the ba-
sis for the recruitment of the project man-
ager and team members. Selection of the
manager and the team should take into

e,
- \
-~
h\

—

consideration the knowledge and abili-
ties of the candidates as well as their cul-
tural profiles so that they are compatible
with the organization. However, to fine
tune, the organizations may allocate re-
sources for training and adaptation of the
new recruits, not only to the values and
principles of the organization but also to
those of the host community in which pro-
ject is implemented. The host community
may have unpredictable reactions, may re-
fuse to adopt and integrate new working
procedures, and may reject behaviours that
differ from the local ones. Therefore, the
cultural profile radar may predict cultural
clashes, may suggest appropriate cultural
profiles for the manager and the team, and
may direct preparatory actions before the
actual implementation of a project in a
new environment.

Volume 6, Issue | — March 2018
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Conclusions

The article brings to attention a new
concept, project portability applicable for
industrial and technical assistance proj-
ects, areas in which savings from replica-
tion of solutions are seldom considered.
Attached to the portability concept is the
cultural profile radar, a practical instru-
ment for early evaluation of the impact of
cultural factors on the implementation of
similar project concepts in different cul-
tural environments.

The cultural profile radar as an instru-
ment may be most valuable for organiza-
tions that implement industrial and techni-
cal assistance projects in different cultural
environments, especially if they focus on
specific types of projects that are replicated

one or more times. There may be different
water treatment projects replicated in dif-
ferent parts of the world, using the same
technology but dealing with different com-
munities with various interests and prior-
ities, or projects that encourage women in
business, but local cultures may be hostile.
The partners of a project build temporary
relationships and it is important to antici-
pate incompatibilities in order to save time
and resources to adjust or replace people
that do not fit.

The application of the portability con-
cept and the cultural profile radar needs
further study and confirmation on actual
projects as the current conclusions reflect
the experiences of a limited number of
managers who have implemented indus-
trial and technical assistance projects.
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Model of Business-IT Alignment

Alena Buchalcevova, Jan Pour
University of Economics Prague, (zech Republic

The article focuses on a current bighly discussed subject of interest related to Business-IT
alignment. Following an overview of Business-IT alignment concepts and current re-
search in the field, the Management of Business Informatics model is analyzed from
the Business-IT alignment perspective in order to demonstrate its role in achieving
alignment between business and IT. Several examples of real MBI model use cases that
address the relationship between business and IT in university education and practice
in the Czech companies are outlined.

Abstraet

Keywords: management of business informatics, business-IT alignment, metrics,
analytical application

Introduction

To leverage all benefits of IT in busi-
ness, it is essential to manage IT in an
alignment with business requirements. ‘ ’ ‘ .
This initiative was established as a Busi- ‘
ness-IT alignment is a top concern of IT - "
managers for almost 40 years up to the A pick up N ‘
present (Luftman & Derksen, 2012). Re- ‘ the details that drive ‘
sponding to this continuing concern of ’ he organization inscme,
practice, scholars have directed their at- \V’ But sweating the details ‘ ’
tention to the understanding how align- is more important than \
ing business and 1T generates a value for anything else.”
individual companies. Positive impacts of (' ndra Nooy1 '
Business-IT alignment on company per- ‘ .
formance have been well established in
previous research (Chan et al., 1997; Chan ’ ’ \‘
et al., 2006; Oh & Pinsonneault, 2007;
Preston & Karahanna, 2009; Tallon, 2008;
Tallon & Pinsonneault, 2011). However,
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academic research on alignment has still
provided a little practical value to organi-
zations. As Hiekkanen et al. (2012) pointed
out, the causes lie in the imperfection of
existing models aimed at Business-IT alig-
nment that are not feasible, are rather con-
ceptual, lacking the connections with the
real world (Ciborra, 1997); have no concise
validated results, and incline to subjectivity
(Zhou & Cai, 2011; Avison et al., 2004).

To increase the practical value of aca-
demic research in the area of Business-IT
alignment, the MBI (Management of Busi-
ness Informatics) model was developed
(Buchalcevova & Pour, 2015). In contrast
to existing methods and frameworks for IT
management and governance, the MBI
model focuses not only on IT management
but also on governing IT as a part of busi-
ness management, i.e. Business-IT align-
ment. The aim of this article is to describe
how the MBI model supports and pro-
motes Business-IT alignment in practice.

This article is organized as follows. First,
the concept of Business-IT alignment is in-
troduced, followed by an overview of con-
ducted research in this field. Then, the
analysis of the MBI model from the Busi-
ness-IT alignment viewpoint is presented.
In section 4, several examples of real MBI
model use cases that address the relation-
ship between business and IT in univer-
sity education and practice in the Czech
companies are outlined. Finally, conclu-
sions are discussed.

Model of Business-IT Alignment

Business-IT Alignment

Luftman et al. (2013) presents the major
insights gained from the 2012 survey in
Europe, Asia (including Australia), Latin
America, and the United States focused on
key IT and management issues. In all of the
geographies, IT and business alignment
ranks among the top 10 management con-
cerns, ranking second in the United States
and Europe, first in Latin America, and sixth
and fourth in Asia and Australia, respec-
tively.

Business-IT alignment has been actively
studied since the early 1980s (e.g., Chan
& Reich, 2007; Chan et al., 1997). In their
extensive bibliographical study, Chan &
Reich (2007) summarized 150 different ar-
ticles on alignment, spanning three dec-
ades of research in the field. On top of that,
Gerow et al. (2014) conducted a meta-anal-
ysis of past research on strategic alignment.

As W et al. (2015) state, strategic align-
ment can be classified into two dimensions
(Reich & Benbasat, 2000): (1) the intellec-
tual, and (2) the social. Studies on the in-
tellectual dimension concentrate on the
content of plans and planning methodol-
ogies while those dealing with the social
dimension focus on the people involved
in the creation of an alignment (Reich &
Benbasat, 1996). Looking at the intellec-
tual dimension (strategy, plan, operation,
or process alignment), studies show an ex-
isting relation between strategic alignment
and performance as for example Tallon &
Pinsonneault (2011). On the other side, in
case of the social dimension, the grounds
of social alignment, as well as the relation
between both dimensions, are principal
matters of research (e.g., Preston & Kara-
hanna, 2009; Reich & Benbasat, 2000).

As to other classification, three forms of
Business-IT alignment can be distinguished:
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functional (e.g., Henderson & Venkatra-
man, 1999; Oh & Pinsonneaul., 2007; Tal-
lon & Pinsonneault, 2011), structural (e.g.,
Broadbent & Weill, 1993; Hodgkinson,
1996), and dynamic (e.g., Itami & Numa-
gami, 1992; Sabherwal et al., 2001). Func-
tional alignment focuses on the role of IT
as an enabler and supporter of business
strategy and a source of competitive ad-
vantage. It suggests how alignment can be
sustained. (Nieminen & Pekkola, 2015)
In this form, a competitive advantage is
gained from the capability of constantly
utilizing technology better than the com-
petitors. The Strategic Alignment Model
(SAM) (Henderson & Venkatraman, 1999)
is a widely used model of the functional
form of Business-IT alignment (Chan et al.,
2007).

Structural alignment concentrates on the
relation between the organization-wide
strategy and business unit strategies, and
how they create a value (e.g., Broadbent
& Weill, 1993; Hodgkinson, 1996). In this
area, Broadbent and Weill's (1993) align-
ment model is used as a framework for
structural alignment. Although the model
is grounded on the same four domains as
the SAM model, it is argued that a compet-
itive advantage is gained through superior
organizational policies and practices.
Whereas nonalignment is viewed as a nat-
ural state of an organization, strategic align-
ment is then considered temporal (Broad-
bent & Weill, 1993).

Dynamic alignment focuses on creating
a value by enabling organizations to be
more flexible when confronting and res-
ponding to environmental changes (Rey-
nolds & Yetton, 2013). Sabherwal et al.
(2001) developed the Strategic Information
Systems Management Profile (SISMP) which
serves as a framework for dynamic align-
ment.
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Luftman (2000) argues that achieving
the alignment is an evolutionary process,
which requires strong support from senior
management, good working relationships,
strong leadership, appropriate prioritiza-
tion, trust, and effective communication,
as well as a thorough understanding of
the business and technical environments.
He proposed a strategic alignment matu-
rity assessment mechanism for evaluating
these activities within an organization to
understand its position in terms of align-
ment and possible improvements.

MBI Model Analysis irom Business-IT
Alignment Viewpoint

To overcome issues in business informat-
ics management and ensure Business-IT
alignment, the Management of Business
Informatics (MBI model was developed.
The objective of the MBI model is to pro-
vide a support for business informatics
management activities in companies that
figure as the users of ICT services. The MBI
model was described in detail in (Vorisek



et al., 2012) and presented in several arti-
cles (Pour, Vorisek & Feuerlicht, 2013;
Vorisek, Pour & Buchalcevova, 2015; Bu-
chalcevova & Pour, 2015). For the pur-
pose of an effective MBI model demon-
stration, evaluation, and usage, the MBI
model was implemented as a web appli-
cation (at the URL mbi.vse.cz). During the
evaluation phase of the MBI model devel-
opment, the analysis of Business-IT align-
ment within the model was conducted
and the following areas of the MBI model
dealing with Business-IT alignment were
identified:

1. Provision of high-quality and qualified
communication and cooperation bet-
ween company managers and IT man-
agers, especially the CEO, CFO, CMO on
one side and the CIO on the other side.

2. Clear identification and detailed defini-
tion of the relations between IT man-
agement and business management
tasks.

3. Definition of metrics (and KPD) for busi-
ness management as well as I'T manage-
ment which are mutually in compliance,

Model of Business-IT Alignment

are a part of the specification of defined
services and respect the objectives stat-
ed in corporate strategy and other stra-
tegic documents.

4. Development and deployment of ana-
lytical and planning applications aimed
at an evaluation of key monitored met-
rics and identification of an overall qual-
ity of IT services and their alignment
with the business needs.

5. Specification of factors influencing the
level of Business-IT alignment.

These areas are described in detail in
the following subsections.

Communication and Cooperation
between Business Management and IT
Management. The MBI model is focused
on an examination and evaluation of bu-
siness and IT relations. To support the
principle of Business-IT alignment, the MBI
Group of Tasks IT as a Part of Business
was developed within the domain of Stra-
tegic Management. This Group of Tasks in-
corporates best practices and recommen-
dations for ensuring an alignment between
business and IT at the level of strategic
company management. For example, the
aim of the Task Role of IT in Achievement
of Business Objectives is to ensure that
the CIO and other IT managers perfectly
understand the business objectives and
are able to assess the opportunities of IT
contributing to their achievement. The
Task Review of IT Strategy According to
Business Requirements focuses on setting
best practices and recommendations for
adjusting an IT strategy to newly emerging
business requirements. The Task Manage-
ment of IT and Business Communication
then defines the rules and communication
standards that lead to a highly effective
communication between business leaders
and IT managers.
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Communication and Cooperation
between Business Management and
IT Management. The MBI model is fo-
cused on an examination and evaluation
of business and IT relations. To support
the principle of Business-IT alignment, the
MBI Group of Tasks IT as a Part of Busi-
ness was developed within the domain of
Strategic Management. This Group of Tasks
incorporates best practices and recommen-
dations for ensuring an alignment between
business and IT at the level of strategic
company management. For example, the
aim of the Task Role of IT in Achievement
of Business Objectives is to ensure that
the CIO and other IT managers perfectly
understand the business objectives and
are able to assess the opportunities of IT
contributing to their achievement. The
Task Review of IT Strategy According to
Business Requirements focuses on setting
best practices and recommendations for
adjusting an IT strategy to newly emerging
business requirements. The Task Manage-
ment of IT and Business Communication
then defines the rules and communication
standards that lead to a highly effective
communication between business leader-
ship and IT managers.

Relations between Business Man-
agement and IT Management Tasks.
The MBI model as any other methodology
or framework for IT management defines
the Tasks of IT management (e.g. IT Ser-
vice Catalogue Development or Reporting,
Monitoring and Assessment of SLA, etc.),
as well as the Tasks, focused on a specific
IT solution or IT development (e.g. Busi-
ness Intelligence Feasibility Study, Require-
ments Analysis of Business Intelligence,
Modelling and Design of Business Intelli-
gence, etc.)

Apart from the above-mentioned Tasks
of IT management and IT development,
the MBI model also comprises the Tasks
that focus on business management. These
Tasks and Groups of Tasks that belong to
a separate domain identified as I7 in Busi-
ness Management. As the MBI model com-
prises a mechanism that enables to define
the relations between Tasks, it is possible
to specify mutual relations between the
Business Management and IT Management
Tasks.

The system of Metrics Definition.
The MBI model includes a system of met-
rics assessing IT management as well as
business management. First, the metrics for
IT management were defined followed by
the metrics aimed at business performance
and management which gradually develop
and together form a system of business met-
rics. Each metric is characterized not only
by its content but also by related analytical
dimensions. Considering the metrics being
bound to individual IT and business Tasks
and the relations existing between these
Tasks, it is possible to derive the relations
between IT and business metrics as well.
Figure 1 depicts the relation between the
business management and IT management
Tasks and metrics that are linked to these
Tasks. This example illustrates particular



IT services that are related to sales man-
agement through SLAs, their quality, ful-
fillment etc.

Business Management Task

Model of Business-IT Alignment

The current version of the MBI model
implements the relations between metrics
deriving them from the Tasks. However,

IT Management Task

(e.g. Sales Transaction
Management)

4
Business Management Metrics:
(e.g. Number of Sale Contracts,
Volume of Sales Transactions,...)

(e.g. SLA Preparation)

34
IT Management Metrics:
(e.g. Number of Sale Related

"""" Services Covered by SLA, Number

of Sale Related Services Not
Covered by SLA, ..)

Figure 1 — Relations between IT and Business Metrics Derived from Task Relations

we expect to address essential direct re-
lations between metrics in the next MBI
model versions.

Development and Deployment of
Analytical and Planning Application.
After defining appropriate metrics, it is ne-
cessary to carry out measurements and as-
sess defined metrics. For this purpose, we
designed a group of applications within the
MBI model on the grounds of self-service
BI (Russo & Ferrari, 2013), that provides
users with an environment to execute their
analytical tasks without the necessity to
utilize complex and usually highly com-
plicated BI systems.

Factors Influencing Business Man-
agement and IT Management. Within
the MBI model, a system of management
and technological factors is defined that
also affect the level and quality of business
and IT management Tasks and subse-
quently their relations. These factors in-
clude example Economic Environment and
IT Market Performance factors. The MBI
model contains over 100 defined factors
that significantly influence both IT and

business. An analysis of such factors and
their impact on the business and IT Tasks
constitutes the basis for a realistic assess-
ment and management of Business-IT
alignment. Taking these factors into con-
sideration also helps to facilitate a com-
pany’s success and improve its competi-
tiveness while enabling to continuously
update the content and principles of the
MBI model to incorporate new technolo-
gies, management approaches etc.

In conclusion, the above-mentioned
approaches and utilization of the objects
developed within the MBI model provide
an opportunity for a more accurate, com-
prehensive, and concrete solution to the
Business-IT alignment issue according to
specific conditions of individual compa-
nies and organizations.

MBI Model Utilization
in Business-IT Alignment

Information, experience, and recom-
mendations that are incorporated in the
MBI model and available at the portal
http://mbi.vse.cz are currently utilized in
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two interconnected areas, i.e. as a sup-
porting tool and facilitator in university
education, and as a solution addressing
specific issues in practice in the Czech
companies. In the case of university edu-
cation, the MBI model is utilized particu-
larly in the following areas and courses:

e Courses focused on management of bu-
siness informatics (e.g. Management of
Business Informatics course at the Uni-
versity of Economics in Prague, or MBI—
Management of Business Informatics
course at the Czech Technical University
in Prague) where individual IT manage-
ment Tasks are presented based on the
MBI model (e.g. IT Strategic Manage-
ment, IT Service Management, etc.) in-
cluding their relations to other manage-
ment objects,

e Courses focused on analysis, design,
and implementation of IT applications,
e.g. in the field of Business Intelligence
applications, where the MBI model of-
fers a complex overview of the business
management Tasks (Strategic Manage-
ment, Sales Management, Marketing, etc.)
including corresponding metrics and di-
mensions derived from practice,

e Courses aimed at the preparation of fu-
ture users of IT at the Faculty of Busi-
ness Administration and Faculty of In-
ternational Relations at the University
of Economics in Prague,

e MBA courses held within the Prague
International Business School where
the MBI model is utilized as a basis for
analyses of effective IT utilization in spe-
cific business conditions that are rele-
vant to the participants, i.e. managers
of the Czech companies,

e Courses for managers of trading compa-
nies from the Czech and Slovak Repub-
lic at the Faculty of International Relations
at the University of Economics in Prague.
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In addition to the above-mentioned
courses, the MBI model also offers a num-
ber of possibilities being applied in diplo-
ma and doctoral theses, or final projects
of MBA programs. The main contribution
of the MBI model utilization in university
education is the understanding and solu-
tion of efficient relations between business
and IT where all materials incorporated
in the MBI model are verified by practice.

Concerning the application of the MBI
model in practice, the Czech companies
make especially use of experience and rec-
ommendations included in the manage-




ment Tasks, particularly at the level of the
CIO and other business managers and spe-
cialists. A perfect example represent the
following companies; iPodnik (provision
of cloud services), Auto Kelly (trading and
service company), AutoCont (implemen-
tation of large-scale IT solutions), Aquasoft
(consultancy, analytical and implementa-
tion services for the commercial sector and
public administration), MIBCON and Clever
Decision (analytical and implementation
services in the field of Business Intelli-
gence), and others. However, it is impor-
tant to note that in these example proj-

Model of Business-IT Alignment

ects the MBI model was used only to ad-
dress partial and specific issues and not
to be fully implemented within the com-
panies. Also, the MBI model is currently
utilized only by the Czech companies or
Czech subsidiaries of foreign companies,
as localization into English is in progress.
Nevertheless, a gradual expansion of the
model’s application into other fields of ed-
ucation and business in the Czech Republic
as well as abroad is expected.

Conclusions

The aim of this article was to outline the
fundamental views on addressing issues
associated with achieving Business-IT align-
ment. One of the possible methods to im-
plement such an approach is the utilization
and further development of the MBI model
available at the portal http://mbi.vse.cz.
We demonstrated that Business-IT align-
ment is addressed within the MBI model
in several areas, e.g. communication and
cooperation between company managers
and IT managers, definition of the rela-
tions between the I'T management and bu-
siness management Tasks, definition of
metrics, development and deployment of
analytical and planning applications and
specification of factors influencing the
level of Business-IT alignment. Finally, the
application of the MBI model and Busi-
ness-IT alignment in university education
and practice in the Czech organizations
was described.

Acknowledgment

The work reported in this article was
processed with a long-term institutional
support of research activities by the Fac-
ulty of Informatics and Statistics, University
of Economics, Prague.

Volume 6, Issue 1 — March 2018 21



Alena Buchalcevova, Jan Pour

1.

2.

10

11.

12.
13.
14.

15.
16.

17.

18.

19.

20.

REFERENCES

Avison, D., Jones, J., Powell, P., & Wilson, D. (2004) Using and validating the strategic
alignment model, Journal of Strategic Information Systems, 13, pp. 223-246.
Broadbent, M. & Weill, P. (1993) Improving business and information strategy alignment:
Learning from the banking industry, IBM Systems Journal, 32(1).

. Buchalcevova, A. & Pour, J. (2015) Business Informatics Management Model. In: Ad-

vances in Computer Science and Ubiquitous Computing CSA & CUTE 2015. Berlin:
Springer Science, pp. 65-72.

. Chan, Y. & Reich, B. (2007) IT alignment: an annotated bibliography, Journal of In-

Jformation Technology, 22, pp 316-396.

. Chan, Y.E., Huff, S.L., Barclay, D.W. & Copeland, D.G. (1997) Business Strategic Ori-

entation, Information Systems Strategic Orientation and Strategic Alignment, Informa-
tion Systems Research 8(2), pp. 125-150.

. Chan, Y.E., Sabherwal, R. & Thatcher, J.B. (2006) Antecedents and Outcomes of Stra-

tegic IS Alignment: An Empirical Investigation, IEEE Transactions on Engineering
Management, 53(1), pp. 27-47.

. Ciborra, C. (1997) De Profundis? Deconstructing the Concept of Strategic Alignment,

Scandinavian Journal of Information Systems, 9(1), pp. 57-82.

. COBIT 5 (2015) A Business Framework for the Governance and Management of En-

terprise IT. Information Systems Audit and Control Association.

. Gerow, J.E., Grover, V., Thatcher, J.B., & Roth, P.L. (2014) Looking Toward the Future

of IT-Business Strategic Alignment through the Past: A Meta-Analysis, MIS Quarterly,
38(4), pp. 1059-1085.

. Henderson, J.C. & Venkatraman, N. (1999) Strategic alignment: Leveraging information
technology for transforming organizations, IBM Systems Journal, 38(2&3).
Hiekkanen, K., Helenius, M., Korhonen, J., & Patricio, E. (2012) Business and IT:
Beyond Alignment. In Proceedings of the Sth European Conference on Manage-
ment, Leadership and Governance, p. 217.

Hodgkinson, S.L. (1996) The role of the corporate IT function in the federal IT organ-
ization, Oxford: Oxford University Press.

ISO/IEC 20000-1:2011. (2011) Information technology — Service management — Part 1.
Switzerland: ISO copyright office.

Itami, H. & Numagami, T. (1992) Dynamic interaction between strategy and technol-
ogy, Strategic Management Journal, 13, pp. 119-135.

ITIL (2007) Introduction to the ITIL Service Lifecycle. London: TSO.

ITGI (2011) Global Status Report on the Governance of EnterpriselT: IT Governance
Institute.

Luftman, J. & Derksen, B. (2012) Key Issues for IT Executives 2012: Doing More with
Less, MISQ Executive, pp. 207-218.

Luftman, J. (2000) Assessing business-IT alignment maturity, Communications of the
Association for Information Systems, 4(14), pp. 1-51.

Luftman, J.N. & Kempaiah, R. (2007) An update on business-IT alignment: ‘a line’
has been drawn, MIS Quarterly Executive, 6(3), pp. 165-77.

Luftman, J.N., Zadeh, H.S., Derksen, B., Santana, M., Rigoni, E.H. & Huang, Z.D. (2012)
Key Information Technology and Management Issues 2011-12: An international study,
Journal of Information Technology, 27(3), pp. 198-212.

22 FAIMA Business & Management Journal



21.

22,

23.

24.

25.
26.

27.

28.
29.
30.

31.

32.

33.
34.

35.

36.

Model of Business-IT Alignment

Luftman, J.N., Zadeh, H.S., Derksen, B., Santana, M., Rigoni, E.H. & Huang, Z.D. (2013)
Key information technology and management issues 2012—2013: an international study.
Journal of Information Technology, 28(4), pp. 354-3060.

Nieminen, N. & Pekkola, S. (2015) Comparison of Functional, Structural, and Dy-
namic Business-IT Alignment Models: A Case Study.

Oh, W. & Pinsonneault, A. (2007) On the Assessment of the Strategic Value of Infor-
mation Technologies: Conceptual and Analytical Approaches, MIS Quarterly, 31(2),
pp. 239-265.

Pour J., Vorisek J. & Feuerlicht G. (2013) Model for management of enterprise IT:
considerations of the impact of Cloud computing. In: Confenis 2013; Linz: Trauner
Verlag, pp. 157-168.

Preston, D.S. & Karahanna, E. (2009) Antecedents of IS Strategic Alignment: A Nomo-
logical Network, Information Systems Research, 20(2), pp. 159-179.

Reich, B.H. & Benbasat, 1. (1996) Measuring the Linkage between Business and In-
formation Technology Objectives, MIS Quarterly, 20(1), pp. 55-62.

Reich, B.H. & Benbasat, 1. (2000) Factors that Influence the Social Dimensions of Align-
ment between Business and Information Technology Objectives, MIS Quarterly, 24(1),
pp. 81-114.

Reynolds, P. & Yetton, P. (2013) Aligning Business and IT Strategies in Multi-Business
Organizations, International Conference for Information Systems.

Russo, M. & Ferrari, A. (2013) Microsoft Excel 2013: Building Data Models with Pow-
erPivot, California: O’Reilly Media.

Sabherwal, R. Hirschheim, R. & Goles, T. (2001) The Dynamics of Alignment: Insights
from a Punctuated Equilibrium Model, Organization Science, 12(2), pp. 179-197.
Tallon, P.P. (2008) A Process-Oriented Perspective on the Alignment of Information
Technology and Business Strategy, Journal of Management Information Systems,
24(3), pp. 231-272.

Tallon, P.P. & Pinsonneault, A. (2011) Competing Perspectives on the Link between
Strategic Information Technology Alignment and Organizational Agility: Insights from
a Mediation Model, MIS Quarterly, 35(2), pp. 463-486.
TOGAF (2009) Version 9. The Open Group Archi-

tecture Framework. The Open Group.

Vorisek J, Pour J. et al. (2012) Management of Busi-

ness Informatics. Professional Publishing. ‘
W, Shelly PJ., Straub, Detmar W. & Liang, Ting-Peng. ‘ The key
(2015), How Information Technology Governance = to successful
Mechanisms and Strategic Alignment Influence Or- ‘

ganizational Performance: Insights from a Matched

Survey of Business and I'T Managers, MIS Quarterly, \ ’
39(2), pp. 497-518.

Zhou, }Pép& Cai, S. (2011) Research on the Measure- ’ Kenneth Blanchar
ment of IT-business Alignment, International Con-

is influence,
not authority.”

10 Q)

=

leadership today ‘ ‘

\

V-4
ference on Management and Service. .‘ . \ ‘ ’ . :

Volume 6, Issue | — March 2018 23



Space Sysltems
as (ritical Inirastructures

Alexandru Georgescu (1), 01ga Bucovetchi (2), Unal Tatar (3)

(1) Romanian Space Agency, Bucharest Romania, (2) University POLITECHNICA of Bucharest, Romania,
(3) 0ld Dominion University, Norfolk (VA) USA

Space systems have become critical enablers for a wide variety of applications on which
advanced, as well as emerging, societies have come to rely more and more. These appli-
cations run the gamut from command and control to information gathering and com-
munications and are becoming critical to the operation of the infrastructure system-of-
systems. We argue that space systems, rather than being just a component of wider
infrastructures, can be described as standalone critical infrastructures and included
in the critical infrastructure protection framework that has been developed in recent
decades. At the same time, critical space infrastructures exhibit key differences from
their terrestrial counterparts, affecting risk and security governance.
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security governance, space systems

Introduction

Since the launch of the Sputnik satellite
heralded the expansion of human civili-
zation into space, there has been an effer-
vescence of human activity, first driven
by government and now, increasingly, by
private companies. The most significant
of the assets placed in space, from the per-
spective of this article, are the satellites in
Earth orbit, which provide specific services
to a larger number of users, ultimately im-
pacting billions of beneficiaries. The cur-
rent stage of globalization and economic
efficiency would not have been possible
without the critical application enabled by
the growing capabilities of these satellites.

of the company’s boar
has now become an ‘
important evaluation

Jactor for institutional

24 FAIMA Business & Management Journal * Correspondence 1o Alexandru Georgescu: alexandrugeorgescud2@yahoo.com



We are, therefore, right to assume that, far
from being a simple component of discrete
infrastructures as defined by the regulatory
frameworks in existence, space systems
constitute a new class of critical infrastruc-
tures. According to Moteff et al. (2003),
these are ,infrastructures so vital that their
incapacitation or destruction would have
a debilitating impact on the defence or
economic security”.

Over the past few decades, critical infra-
structure protection (CIP) has emerged as
a useful multidisciplinary framework for
understanding the interconnections bet-
ween the components of complex systems
and the emerging properties arising from
their interaction, while also developing
methodologies for measuring criticality and
allocating scarce resources to increase the
resilience of the system-of-systems.

Space capabilities

Critical infrastructures are a socio-tech-
nical substrate on which many societal
functions, both economic, political, de-
fensive or social operate (Muresan et al.,
2016). The more advanced and prosperous
a country is the more infrastructures it has
developed and the more vulnerable it is to
a myriad of risks, vulnerabilities and threats.
Complexity is an issue within the wider
System-of-systems”, as unanticipated threats
arise from what Perrow (1999) called ,nor-

Space Systems as (ritical Inirastructures

mal accidents”, which are an inherent prop-
erty of interlinked systems after a certain
threshold of complexity. Critical infrastruc-
tures include pipelines, railroads, ports,
electricity grids, but also hospitals, financial
markets and public administration. An in-
creasingly expansive taxonomy of critical
infrastructures has been developed to sup-
port governance processes in the US and
the European Union, among others. The
aim is to increase resilience, which is the
ability of a system to recover its function-
ality as quickly as possible after the ma-
terialization of a threat, maintaining busi-
ness continuity and quality of life and with
minimum damage or casualties (Hokstad
et al., 2012) and is paired with concepts
such as robustness, flexibility, absorptive
capacity and so on.

As critical infrastructures, space systems
face the full range of vulnerabilities and
threats described in the speciality literature,
including cascading disruptions, escalating
disruptions and common cause failures
(Rinaldi et al., 2001). At the same time, they
operate in the most hostile environment
known to man and with a host of specific
threats and constraints, which lends ur-
gency to the protection efforts, as ,any dis-
ruptions or manipulations of these critical
functions must be brief, infrequent, man-
ageable, geographically isolated and mini-
mally detrimental to the welfare” (PDD-63,
1998, regarding critical infrastructures). This
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is especially important, as a key aspect of
CIP theory is that of interdependencies and
interconnections, which Gheorghe and
Schlapfer (2004) defined as a ,bi-direc-
tional relationship between two infrastruc-
tures, through which the state of each in-
frastructure influences or is correlated to
the state of the other”. These interconnect-
ions are geographic, physical, logical and
cybernetic/informational (Gheorghe and
Schlapfer, 2004), of which the final two
are the most relevant for space systems.
This means that the malfunction, destruc-
tion or adulteration of a space system and
its output can send shockwaves through-
out the entire system-of-systems, through
the chain of dependency, with potentially
disastrous effects. This article will expound
on these differences and draw conclusions
as to how space systems will fit into the
CIP paradigm.

Space systems have become critical en-
ablers for a wide variety of applications,

possessing a spectrum of capabilities that
is rapidly increasing (Figure 1). In general,
the services that satellite systems provide,
which may be considered systemically im-
portant for critical infrastructure systems,
fall into five categories, as listed in the chart
below.

Command, control and coordination re-
fer to the ability of space systems to pro-
vide important mediation services for va-
rious governance processes, in economic
areas as well as military or crisis and emer-
gency situation management. Communi-
cations are a key capability and a back-
bone of global infrastructure, supporting
both command processes, as well as count-
less other activities from the most mun-
dane to the most important. They become
especially vital when they are the last re-
sort provider of communications services,
in case ground lines or other forms of com-
munication have been interrupted.

Figure 1 — Classes of satellite system capabilities with relevance
to critical infrastructure system-of-systems
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Earth Observation and information gath-
ering are vital for the smooth functioning
of the global transport system, for crisis and
emergency management, for sustainable
resource management and for everyday
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conveniences like weather reports. The
issue of space systems and their exploita-
tion is also of increasing interest to the
private sector (see Figure 2).

Examples:

= airport / airliner
traffic management,
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S e = 4D trajectory
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Figure 2 — Applications utilizing space capabilities
(Source: Acker et al, 2013)

Navigation, positioning and timing are
all capabilities of GNSS constellations (Glo-
bal Navigation Satellite Systems), of which
the best known are the American NavStar
and the Russian Glonass, followed by the
still being developed European Galileo and
the Chinese Compass systems. Global pro-
duction chains would lose much of the effi-
ciency required for ,just in time” inventory
management without GNSS navigation ser-
vices, while positioning is used for man-
aging crowded ports and air lanes. Finally,
the capacity for synchronization which the
onboard atomic clocks allow is vital for

the management of electricity grids, of glo-
bal databases and of financial markets.
What we termed as exotic capabilities
are those critical services which are not
provided by assets orbiting Earth. It is un-
likely that various space probes with ex-
clusively scientific missions would be con-
sidered critical infrastructures for the pur-
poses of security governance, but there
are some which fit the bill and are an even
more endangered system than those in
close proximity to Earth. For instance, as
this article will mention, space weather
phenomena are a threat not only to space
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systems, but also to terrestrial critical in-
frastructures, as amply proven in the past.
Certain space systems are an integral part
of the management of this issue — probes
such as the Advanced Composition Ex-
plorer are located between the Earth and
the Sun and provide early warning against
solar flares, in addition to research on the
phenomena, thereby enabling mitigation
measures to be put in place.

Non-Satellite Satellite Services
Industry $33 5.3B
$127-OB Global Space $1 27.4B
Inysny

Growth
| 2014-2015

z

The rise of private interests is readily
quantifiable. The US State of the Satellite In-
dustry report (Bryce, 2016) appears yearly
and underscores impressive growth rates
for the industry itself and for the stock of
space assets. The 2016 report highlights that
the industry’s growth outstrips global or US
economic growth rates, reaching 208 bil-
lion dollars, double what it was a decade
earlier (Figure 3).

\

$208.3B

Satellite
Industry
(62% of Space
Industry)

e

Core of the Space
Industrial Base

Growth
2014 - 2015

Figure 3 — Breakdown of revenue for the global satellite industry

(ritical Space Inirastructure

Critical space infrastructures (CSD) are
space assets, together with their personnel,
communication links, ground stations and
other peripheral components whose dis-
ruption or destruction would entail signif-
icant damage to other critical infrastruc-
tures (Muresan and Georgescu, 2016). Usu-
ally, we speak of bi-directional relationships,
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but these are valid for space systems only
with regards to cybernetic threats, though
future developments may lead to greater
bilateral ties within the system-of-systems.

According to the Union of Concerned
Scientists, which maintains an open source
database of satellites, there were around
1459 satellites in orbit at the beginning of
2017 (Table D).
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Table 1 — Breakdown of known active satellites currently in orbit

Total number of operating satellites: 1459

' United States: 593  Russia: 135, China: 192 Others: 539

LEO (Low Earth

Orbit): 803 orbit): 96

Total number of US satellites: 593

Civil: 10 ' Commercial; 297

MEO (medium earth Elliptical: 38

‘ Government: 136

Geostationary: 522

Military: 150

(Source: UCS, 2017)

This underscores an important reality:
with millions of users and billions of ben-
eficiaries, space systems consist of a rela-
tively small inventory of assets placed in
the most hostile environment known to
man. Georgescu (2015) underscores that
space systems are difficult and time-con-
suming to replace and their creation in-
volves significant technological and finan-
cial hurdles. The current economic model,
which is undergoing a paradigm shift in re-
cent years, is for space assets to be unique
systems dedicated to specific functions,
which both raises the costs and limits their
interoperability. Redundancy is expensive
to implement, and the logic of economic
efficiency limits how much companies are
willing to invest in increased resilience in
this manner.

The paradigm shift is related to the
growing use of cubesats, modular and
mass-produced satellites outfitted for par-
ticular missions, changing the underlying
economics of space exploitation. While
technically limited in endurance and capa-
bilities, compared to bespoke systems,
cubesats are an order of magnitude cheap-
er to manufacture and transport. Bryce
(2016) underlines that 53% of satellites
launched by the member companies of the
Satellite Industry Association were cube-
sats, leading to a doubling in recent years
of satellites launched (to over 200).

From the perspective of the CSI risk
profile, this has significant repercussions
(Georgescu et al., 2014). Spontaneous mal-
functions are relatively common and the
lack of interoperability makes it difficult to
immediately compensate for the loss in
critical service provision capacity. As an
exception, the European Galileo GNSS is
purposefully designed to be able to utilize
the signal from both the American and the
Russian GNSS to improve its own func-
tionality, even though the two are not in-
ter-compatible.
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Space is also a very international envi-
ronment, whose legislative and adminis-
trative framework is still developing and
suffers from serious gaps with regards to
regulatory ability in the context of sover-
eign nations being the main spacefaring
actors. Many of these gaps relate to the
ability to enforce compliance with mea-
sures or standards (proposed, for instance,
by the UN Committee on the Peaceful Uses
of Outer Space) intended to promote the
sustainable exploitation of space by mini-
mizing the creation of space debris or curb-
ing dangerous practices. Adoption of these
measures is voluntary and there is no au-
thority to sanction those who eschew the
standards or whose activities bring harm to
the ,global space commons” (Salter, 2015).

The orbital dynamics are also a specific
CSI variable, since, unlike terrestrial critical
infrastructures, which are grounded in one
or more geographic areas, space systems
in orbits lower than geosynchronous orbits
revolve around the Earth on trajectories
dictated by physics and markets. This per-
fect predictability ensures that passing over
a potentially unfriendly or lawless territory
may result in attacks against the satellite
(Gheorghe and Vamanu, 2007).

Indeed, the first to concern themselves
with the security of space systems were the
militaries of spacefaring nations (Geor-
gescu et al., 2015) who understood both
the civilian and the military dependence
on critical space infrastructures and sought
to protect them from the enemy and to
deny them to the enemy. However, the dy-
namics of interdependence between nations
in a globalized world extends also to the
use of space services and countries find
themselves in a potential logic of ,mutually
assured destruction” should they attempt
to harm an enemy through his space sys-
tems — firstly, because it invites retaliation,
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secondly, because the shared environment
makes collateral damage control more dif-
ficult, with debris not distinguishing bet-
ween friend or foe and, thirdly, because
many countries are dependent on the same
systems. This is where the non-state actors
and rogue states come into play.

While lacking the technical sophistica-
tion of countries like the US, China and
Russia, the first two having tested kinetic
anti-satellite weaponry (ASAT) (the US in
1984 and 2008, China in 2007), these actors
may utilize means of moderate or low so-
phistication, with low cost and low risk,
but high potential benefit. Moreover, dam-
aging or destroying satellites does not res-
onate with the wider public as a critical
issue, but rather as property damage, mor-
ally distinct from attacks with casualties. In
addition to the use of cyber-attacks against
a satellite (Gheorghe and Vamanu, 2007),
these actors may use other relatively ac-
cessible ASAT options — blinding sensors
with lasers, jamming ground receivers or,
with the expected decrease in launch costs,
using maneuvering satellites to deorbit other
systems, or simply depositing debris in the



predictable path of a target (Georgescu et
al., 2014). In addition to the ASAT threat,
there are two noteworthy specific space
threats — space debris and space weather
phenomena.

Space debris represents the byproduct
of human activity in space — remains from
satellites, launch vehicles and other objects
which constitute a hazard for functioning
systems, with the most important and prof-
itable orbital bands being also the most
heavily ,polluted”. There are 6,300 tons of
space debris in orbit, of which 2,700 are
in low Earth orbit (Salter, 2017), a very im-
portant space but also one of the most re-
generative because of rapid descent into
the atmosphere. At higher altitudes, space
debris can persist for centuries. Space deb-
ris is also one of the most pernicious threats,
being subject to aggravation due to unsus-
tainable practices by spacefaring actors.
There are also no instruments in use to deal
with space debris, only to prevent their
creation and mitigate the effect of impacts.
With powerful sensors monitoring Earth’s
vicinity under the various Space Situational
Awareness initiatives, the most common
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means of mitigation is the use of on-board
propulsion to maneuver the space asset
away from incoming debris, after a warn-
ing from the competent authorities. This
depletes on-board fuel reserves necessary
for station keeping and reduces the life-
span of the space mission.

Space weather phenomena consist of
charged particles and radiation from solar
activity or from deep space, with the po-
tential to damage or destroy sensitive elec-
tronics. They are a natural threat not only
to space systems but also to terrestrial sys-
tems, a fact which has been proven re-
peatedly through blackouts because of the
effects of geomagnetic induced currents on
power transformers and electricity grids
(13-14 March 1989 in Quebec, the Bastille
Day event on 14 July 2000, Halloween
event 2003 which affected GNSS satellites
and recorded solar flares that missed Earth
in 1972 and November 2003) (RAENG,
2013). Humanity’s vulnerability to these
events has grown exponentially because
of increasing technological sophistication
and dependence on critical infrastructure
systems, now including space systems.

(ritical Space Inirastructure
Prolection

Finally, there is these issue of how to
protect critical space infrastructure systems.
At the micro level, space systems can be
hardened to increase resilience against all
manner of threats. The development of new
technologies can also assist by increasing
the underlying robustness of systems and
by offering decision makers new tools.
Components can be shielded against radi-
ation and the system itself can be shielded
against impacts. In-orbit refueling can in-
crease the lifespan of systems while also
enabling maneuvers that reduce not only
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the danger of impact but the danger of new
debris creation. The critical space infrastruc-
ture system, in its wider sense, can be hard-
ened to make it more difficult for malicious
actors to use cyber-attacks or jamming.

At the medium level, from the perspec-
tive of security governance, early warning
systems for solar flares for instance (a num-
ber of missions, including NASA’s Ad-
vanced Composition Explorer) and having
procedures in place to immediately limit
the damage by shutting down sensitive sys-
tems or engaging back-ups, disengaging
from potentially dangerous processes me-
diated by space systems, can increase over-
all resilience and ensure more rapid re-
sumption of normal activity. At the level
of the system-of-systems, the entire chain
of dependence must be aware and pre-
pared for a cascading disruption starting
from the critical space infrastructure or from
space phenomena and possibly to even
have back-up capacity in place to substi-
tute for a useful level of the provision of
space services (wire communications in-
stead of satellite communications).
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At the macro level, there are significant
hurdles to overcome. More than any other
transnational critical infrastructure system,
critical space infrastructure protection must
be tackled collectively, which raises ques-
tions regarding geopolitics, politics, sov-
ereignty and coordination. These are very
difficult to achieve and limit the progress
that can be made in raising the resilience
level for the entire inventory of space as-
sets and the wider infrastructure system-
of-systems. Coordination and cooperation
on standards limiting vulnerability to space
weather, limiting the creation of new deb-
ris and hardening satellites against existing
ones, and also on limiting the militarization
of space, are very important, yet hard to
achieve.

This coordination problem will likely
persist for the foreseeable future, even as
new classes of risks, vulnerabilities and
threats are made apparent, requiring not
only the involvement of government but
also of private companies which, as in the
case of critical infrastructures on Earth, are
heading towards eventual prominence in
owning and operating critical space infra-
structures.

Conclusions

Space systems are the newest class of
critical infrastructures, recognized as such
by military actors and now by civilian au-
thorities on the basis of existing critical
infrastructure protection frameworks and
policies. Space systems must be included
in that framework, but with allowances for
the specificities of their design and oper-
ation which require different instruments
and new levels of international coopera-
tion and coordination. Since the ,global
commons” (Salter, 2015) is beset by envi-
ronmental and man-made threats, but is



also a medium for the rapid propagation
of risks, regardless of national origin of the
asset at risk, countries are ,condemned
to cooperate” either at intergovernmental
level, through bodies like the Inter-Agency
Debris Commissions, or under the auspices
of international organizations, such as the
UN and its Committee on the Peaceful
Uses of Outer Space. The rise of transna-
tional and transcontinental critical infra-
structures, such as pipelines and transport
routes is slowly building up cooperation
capacity, tools and experience in such co-
ordination that will be useful for managing
the security of critical space infrastructure
and, by extension, the wider system-of-sys-
tems. Ultimately, the security governance
of CSI is a process combining technolog-
ical, organizational and political (and policy)
solutions that are in an incipient stage.
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plan (PMI (2013). Monitoring includes sta-
tus reporting, progress measurement, and
forecasting. The Monitoring and Control-
ling Process Group not only monitors and
controls the work being done within a pro-
cess group but also monitors and controls
the entire project effort.

Once the project is established, the mon-
itoring process should be in place. This
process gathers information regularly on
progress, finances, and utilization of re-
sources compared with baselines, adher-
ence to quality and other standards, stake-
holder satisfaction etc. (IPMA 2015).

Project monitoring represents an on-
going performance evaluation done by the
project owner through project’s lifetime.
At the same time, operational control is per-
formed by the project manager starting
with the initiating phase of the project up
to its closing. Monitoring and controlling
processes use different principles even if
they might seem to be similar. Project op-
erational control is done along project’s
phase up to its closing and it compares
planned performance indicators’ values
with the actual ones. Project monitoring is
done at certain dates along project’s per-
formance that might coincide with the
closing of project’s phases, but it is espe-
cially linked to project owner’s payment
cycle and it represents the measurement of
project’s performance against project man-
agement plan in terms of scope, schedule,
cost, and quality, as well as proposal of cor-
rective and preventive actions when nec-
essary.

Project management process has been
widely discussed within the past many
years along with various industries around
the world. Proper planning has been stated
by specialized institutions as being the
main key to meeting projects’ objectives,
respectively projects’ success. Past few
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years’ research and debates about project
management resulted in having, even
more, statements that project monitoring
does equally contribute to projects’ suc-
cess or failure.

Efficient measurement of project’s per-
formance enables early identification of
bottlenecks, development of efficient so-
lutions for business decisions, minimizes
risks and guides to organization’s success.
Conducting a systematic and integrated
monitoring process by applying the most
suitable and cost-effective management
model saves projects from failure and en-
gages all relevant stakeholders to project’s
objectives. The purpose of this paper is to
evaluate the main project monitoring meth-
ods currently applied within most indus-
tries at international level and to extract
similarities, best practices and most com-
monly utilized instruments in project mon-
itoring, as well as to address the impor-
tance of the monitoring process for project
success and business gain.



Current project monitoring methodol-
ogies exposed and motivated by various
authors within presented papers at inter-
national conferences are stated and ana-
lyzed, the importance of the monitoring,
evaluating and controlling process, as well
as most frequently utilized project moni-
toring instruments is justified.

Project Monitoring — Current
Research

Project Management is applied in con-
text with a high degree of innovation, char-
acterized by uncertainty and high techni-
cal — organizational complexity. Time, cost
and quality are the basic principles that
guide project completion (Fregonara, 2017).

The high complexity of developed pro-
jects worldwide raised the need for stan-
dards as well as the need for performance
monitoring and measurement tools. The
main PM standards worldwide recognized
are:

New Methods for Project Monitoring

* A guide to Project Management Body of
Knowledge (PMBoK Guide), fifth edition
published in 2013 by Project Manage-
ment Institute (PMD. The document clas-
sifies PM processes in Process Groups:
Initiating, Planning, Implementing, Con-
trolling and Closing and in Subject
Groups: Integration, Stakeholder, Scope,
Resource, Time, Cost, Risk, Quality, Pro-
curement, Communication.

e The Standard ISO 21500: 2012 which is
drafted with the aim to highlight the rel-
evant concepts and processes, looking
at the best practices in project manage-
ment (Fregonara, 2017).

Standards, processes, and procedures
have been developed with the scope of
having well planned, monitored, complet-
ed, successful projects. The aim of a proj-
ect is to be successful. The quantification
of a project’s success is difficult to define
though, mostly authors name a project is
successful if the product is delivered in
time, cost and specified quality and the
client declares satisfaction.

It is well known and accepted that pro-
ject’s success is linked to its efficient and
realistic planning. Lately, even more authors
and researchers state that monitoring the
project is a critical factor to project’s success
as well. A project is evaluated as being suc-
cessful or not after it is completed.

Some authors (e.g. Luping, 2013) rank
the project completion degree, evaluated
through internal audit, to five points, as
below:

e First grade: Failure: the project goal is
unrealistic and can’t be achieved and it
should be stopped when compared to
the costs.

» Second grade: Unsuccessful: the success
probability is small; it rarely profits when
compared to the costs.
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e Third grade: Partial success: part goals
of the project have come true; it only
achieves a certain profit when compared
to the costs.

e Fourth grade: Successful: most goals
have achieved. The project has achieved
its expectation when compared to the
COsts.

» Fifth grade: Completely successful: all
goals have been achieved, and get great
profit when compared to the costs
(Luping, 2013).

According to the authors, project re-
sults will be divided into five grades by ac-
ceptance. First grade: not agree, Second
grade: uncertain, Third grade: agree, Fourth
grade: recognition, Fifth grade: totally agree
(Luping, 2013).

Monitoring and evaluation are critical
to the performance of industry projects
and it seek to facilitate strategic decision
making to guarantee successful project
implementation through a systematic and
routine collection of project information
and assessment. Activities related to project
monitoring and evaluation require close
supervision to ensure that they are execut-
ed right at first hand to eliminate re-work,
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increased project cost and prolonged proj-
ect duration and the need to monitor and
evaluate projects to achieve the desired
outcome (Tengan, 2010).

Kalnins (Kalnins ef al., 2016) presents
a model for project monitoring based on
evaluation criteria, indicators and corre-
sponding scores and weights of the five
indicators criteria: Relevance, Efficiency,
Effectiveness, Impact, Sustainability:

e Relevance — determines that the selec-
tion criteria ensure the selection of ini-
tiatives which produce results that ad-
dress the issues and priorities identified;

 Efficiency — determines that the selec-
tion criteria developed ensures the selec-
tion of initiatives, the implementation
of which will permit reaching the goals
set;

e Effectiveness — determines whether the
selection criteria developed to secure
the selection of initiatives with appro-
priate financing to meet the results pre-
scribed;

* Impact — determines whether the selec-
tion criteria makes it possible to select
initiatives that have a clearly defined
link between planned investments, ac-
tivities and products/services which will
lead to the expected impact;

 Sustainability — determines whether the
selection criteria leads to selecting ac-
tions that will establish partnerships,
legal and/or institutional frameworks,
which will lead to the sustainability of
the results beyond the finalization of the
specific intervention.

The criteria are defined in a quantita-
tive way through criteria scores based on
project objectives (Kalnins et al., 2010).
Performance indicators like the cost per-
formance indicator, schedule performance
indicator, earned value and others demand



a detailed plan in order to provide the cor-

rect information. Project plans are often a

combination of many stakeholders plans

(Andresen 2016).

One of the main key performance in-
dicators for a project is to complete the
entire project in time. One of the most fre-
quently monitoring tool for project time/
schedule is Critical Path/ Critical Chain.

Some authors (Hajdu et al., 2012) used
the progress line method to evaluate the
performance of the project from the sche-
dule point of view. Progress lines are drawn
in the Gantt chart in MS Project (Szentirmai,
2011) and Primavera (Harris, 2010).

In the P6 version of Primavera, four
different evaluation lines can be applied:
» To indicate de difference between the

baseline, start and scheduled start of

the task;

» To indicate the difference between the
baseline finish and scheduled finish of
the task;

* To show the percentage of completion
of activities;

* To show the remaining duration of ac-
tivities.

In MS Project the progress of the activi-
ties can be displayed based on the percen-
tage of completion (Araszkiewicz, 2017).
The efficient display of project schedules
and the comparison between the plans and
the actual data have been key areas of pro-
ject management since the appearance of
planning techniques (Hajdu et al., 2012).

Based on the above, it could be con-
cluded that the progress line method can
only be used in the tracking phase of the
project, after surveying the activities and
updating the schedule. Furthermore, solely
time-type data can be analyzed. Current ap-
plications are not suitable for the graphics
display of cost-type and resource-type data
(Hajdu et al., 2012).

New Methods for Project Monitoring

Some authors report the existence of a
relationship between national culture and
project management. Hofstede argues that
planning and control are extremely influ-
enced by culture: planning is an attempt
to reduce uncertainty, and control is an ex-
ercise of power. These authors argue that
planning and control in organizations, ra-
ther than rational tools, contain an element
of ritual and reflect basic cultural assump-
tions (Rodrigues et al., 2014).

Chevrier states that projects involving
teams with members from different coun-
tries are not only international projects but
mainly inter-cultural projects. According
to this author, national culture is a factor
of impact on project management, specif-
ically on planning and control. In Portugal,
there is evidence that planning and control
of projects are not usually given much at-
tention; many projects are started without
clear planning and control systems and,
therefore, tend to significantly exceed cost
and time (Rodrigues et al., 2014).

Kendra and Taplin (Rodrigues et al.,
2014) emphasize that planning and con-
trol are basic management functions, and
therefore critical factors to lead a project
to success. Izmailov applied the imple-
mentation of the project in accordance
with the limits of the pipeline, project
planning method, Critical Chain buffers
and management decisions based on that
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buffers and presented their result as a sig-
nificant acceleration of the flow of the work
and completion of the project (Izmailov
et al., 20106).

Zidane (quoted by Rodrigues et al.,
2014) lists a number of reasons mentioned
in the literature for project delay. Articles
discussing delay factors — suggest that rea-
sons often are more external than internal.
The articles surveyed point to reasons such
as construction environment, working cul-
tures, management style, and methods of
construction, geographical condition, stake-
holders, government policy, economic sit-
uation and availability of resources (An-
dresen, 2016). Frank presents planning and
control [monitoring] as two of the 10 project
critical success factors (Rodrigues, 2014).

The role of monitoring and evaluation
in project implementation is enormous and
as such must be given much attention by
all stakeholders undertaking key roles in
ensuring health and safety compliance,
achievement of project quality and deliv-
ery to project time as well as cost. In view
of the effort to ensure that projects suc-
ceed, factors such as weak institutional
capacity, limited resources and budgetary
allocations for monitoring and evaluation,
weak linkage between planning, budget-
ing and monitoring & evaluation, weak
demand for and utilization of monitoring
and evaluation results and poor data qual-
ity, data gaps and inconsistencies present
a challenge to project delivery (Tengan,
Aigbavboa, 2016).

Limited resources and budgetary allo-
cations for project monitoring and evalua-
tion pose a barrier. Non-compliance with
planning and project monitoring and eval-
uation guidelines, poor data quality, data
gaps, and inconsistencies are also factors
facing project monitoring and evaluation
(Tengan, Aigbavboa 2016).
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Perspeclives on Project Monitoring

According to PMBoK published by Pro-
ject Management Institute, USA 2013 and
for the purpose of this paper, a project can
be defined as possessing the following
characteristics (Pinto, Slevin 1988): a de-
fined beginning and end, a specific goal or
set of goals, a series of complex or interre-
lated activities, a limited budget.

Monitoring and controlling is one of the
five main PM process groups and it means
measuring the performance of the project
against the project management plan and
approving change requests, including rec-
ommended corrective actions, preventive
actions, and defect repair. Project monitor-
ing is not only a key element for project
success but mandatory in order to com-
plete a project, to successfully deliver the
product of the project, to link investments
to company’s strategic goals and to valu-
ably acknowledge for future investments.




The most important key performance
indicators involved in the Monitoring &
Controlling process are Scope, Time/Sche-
dule, Cost, Quality, Risks, Communications,
Procurements, Stakeholder engagement.
Project monitoring and evaluation repre-
sent, mainly, the measurement of the ac-
tual performance in comparison with the
planned performance. The most feasible
comparison is made between baselines
and actual. There can be more than one
baselines in one project. The baseline can
be set up on any of the above mentioned
key performance indicators, still, most com-
panies set project baselines on Scope, Time
and Cost.

The evaluation of the performance is
linked to the result needed to be analyzed.
For example, for one project that is very
much delayed, the project owner may ask
the time deviation between baseline and
actual baseline in order to have the full
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picture of the deviation and understand
the size of the factors that influenced the
deviation. This could be an important in-
formation for a business decision on the
respective projector for future investments
in similar projects.

Project control involves identification
of bottlenecks and solutions to minimize
the performance deviation, preventive and
corrective actions and defect repair. The
most utilized project monitoring tools, per
project management area, are WBS — for
Scope, Gantt chart — for Time, BAC (Base-
line at Completion) vs. AC (Actual Cost)
for Cost. As per current research, Delphi
method has started to be utilized in mon-
itoring as well, not only planning phase,
for Scope Monitoring purpose. The Gantt
chart continues to be the main instrument
for schedule planning and performance
monitoring. It provides important informa-
tion related to the Critical Path of the pro-
ject, critical activities, and point in time
where resources need to be available and
allocated, indication on activities that might
be executed in parallel in order to com-
press the schedule when necessary.

Estimation at Completion (EAC) is the
most utilized cost performance indicator,
together with the EV (Earned Value). EAC
represents the forecast, what is forecasted
to be still spent on the project. Earned
Value represents the value completed in
the project, activities done valued on bud-
get. The deviation between BAC and EAC
indicates the level of planning accuracy.
We must mention that there can be cases
when planning is properly done from the
activities point of view but important risks
that may completely deviate the cost from
the approved budget, are not identified
and planned in the planning phase of the
project. Risk matrixes are used to moni-
tor and evaluate the performance of the
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activities in relation to identified risks in
the project. Risk responses are prepared
in the planning phase of the project and
implemented through monitoring & con-
trolling management process.

Scales and graphs are elaborated for the
measurements of the project quality and
various types of questionnaires are used
and result evaluated to monitor procure-
ments, communications or stakeholder’s
engagement. The larger the project is,
the bigger the project monitoring effort is.
Project monitoring and evaluation are ex-
plained to mean the effort to achieve proj-
ect objectives, problems with project de-
lays, cost overruns, and non-conformity,
as well as environmental issues.
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Conclusions

Project monitoring is a key element in
improving project performance, program
and portfolio performance, therefore or-
ganization’s performance and success.
There is no way to manage tens or even
hundreds of projects in parallel without
having a strong understanding and in-
vestment in the monitoring process.

Regardless the industry the projects are
performed in, more and more companies
invest in all project management areas.
Efficient and effective monitoring skills are
mandatory for a project manager. Ability
to deal with all aspects concerning quality,
risks, and management of people lead the
project manager to a successful result of
his/her project.




The WBS and Gantt chart are key instru-
ments in project monitoring, therefore va-
rious monitoring and reporting templates
may be developed using the data provided
by those, containing indications on time,
human resources allocation, and scope
control.

Companies around the world are im-
plementing different project management
methodologies, adapting them to the type

New Methods for Project Monitoring

of project, complexity, and industry. For
example, most IT business organizations
implement Agile and Waterfall project man-
agement methodologies, whilst the con-
struction and other industrial organizations
follow the PMI and PRINCE management
methodologies. Still, project monitoring is
a mandatory and essential process regard-
less selected project management metho-
dology.
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enchmarking, or learning from the best, can be seen as a performance improve-

ment strategy for companies worldwide. More than this, benchmarking enables
“companies to focus on their weaknesses and strengths, and thus, make a compar-
’{f ison with their main competitors’ results so that they can remain competitive on

~ the market. Benchmarking is one of the most common strategies for improving
business performance nowadays.This study aims to analyze the implications of
4 ‘benchmarking in increasing performance within manufacturing companies, by

analyzing successful methodologies that were implemented so far and proposing
a best practice benchmarking method for manufacturing companies. The study
contributes to the performance improvement of manufacturing companies, by
analyzing benchmarking methodologies and best practices, as well as by offering
solutions to existing challenges in the field.
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Introduction bs inberently [rag i s

In order to ensure organizational prod- '
uctivity and improve operational perform- m07.’e.f rom concep tu.al
ance, companies have to use different tools y as distinct from phy. Schl
that can help them not only lower down \ ’ assets. Tmst' and rep 7_“““”0 )
their costs, but also enhance their custom- can vanish overnight,
ers’ experience. According to the Global a factory cannot.”
Benchmarking Network (Mann, Kohl 2010),
benchmarking helps to sustain a compa-
ny’s success through the process of ongo-
ing comparison and learning from other
best practitioners, and it represents a key
strategic point if practised well and a fatal
weakness” if not pursued.
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According to Spendolini (1992), ,bench-
marking is the continuous and systematic
process of identifying, analysing, and a-
dapting industries’ best practices that will
lead an organization to superior perform-
ance”. Its main advantages are the oppor-
tunity to compare an organization’s per-
formance against industry competitors,
learn from the leaders’ experiences, see

Stage
Planning

Analysis

Integration

Action

Maturity

which competitors perform at the highest
and lowest levels and determine strengths
and weaknesses. The first benchmarking
methodology was proposed by Dr. Robert
Camp, when he introduced a ten steps pro-
cess to be followed when willing to con-
duct benchmarking within a manufactur-
ing company (Camp 1995). The ten steps
can be seen in Figure 1.

Figure 1 — Xerox ten steps benchmarking methodology

Moreover, according to the benchmark-
ing methodology proposed by American
Productivity & Quality Center, the bench-
marking process focuses on four main steps
to be followed by companies: plan, collect,
analyse and adapt.

Performance Benchmarking enables per-
formance gaps to be identified through
comparison of performance metrics or
key performance indicators. Best Practice
Benchmarking refers to the comparison of
data obtained by studying similar proces-
ses or activities and identifying, adapting
and implementing the practices that pro-
duced the best performance results. Best
practice benchmarking projects typically
take from 2 to 4 months to identify best
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practices. Informal Benchmarking refers to
learning from others’ experiences, consult-
ing with experts, networking or checking
websites, online databases, and publica-
tions, following an unstructured approach.

Benchmarking activities and method-
ology has evolved in the last years, and due
to new technology, the process is much
easier nowadays. According to speciality
studies, benchmarking tops the perform-
ance improvement tools that are preferred by
companies (Rigby, Bilodeau, 2009). Most
research studies in the last few years have
identified benchmarking is the number 1
tool in terms of usage and average in terms
of satisfaction, as reported by organizations
worldwide.



Experimental

In order to achieve the objectives of this
paper, there was a case study conducted,
on the recent benchmarking survey results
within the Global Benchmarking Network,
which targeted more than 40 countries. Ac-
cording to the Global Benchmarking Net-
work Survey, the most wanted improve-
ment tools for future adoption within com-
panies are Performance Benchmarking,
Best Practice Benchmarking and Informal
Benchmarking.

In accordance to this, there was a com-
plex research conducted in the various
benchmarking typologies listed above and
the phases that need to be followed in each
case. Moreover, according to scientists in
the field, a prerequisite for starting a bench-
marking study in a manufacturing compa-
ny is to have a Total Quality Management
system implemented within the organiza-
tion.

As of Juran, organizations need to ask
themselves what their competitors do in
order to perform at a high level. In order to
find out the difference between perform-
ance results of different organizations, com-
panies should introduce benchmarking as
an approach for organizations that have
adopted total quality management (TQM).
For this, the paper also contains a research
part on total quality management (TQM)
and its influence on productivity, with fo-
cus on product development best practices
(Ghete, 2014), (Thawesaengskulthai, Tan-
nock, 2008).

Results

In regards to benchmarking tool usage,
benchmarking is being used at a rate of
around 70% of the companies in Europe,
whereas the average rate of improvement
tools lies around 50%. Moreover, higher
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involvement from employees is shown from
organisations whose opinions are positive
towards benchmarking and regarding the
reasons why organisations are hesitating to
adopt benchmarking, the three most im-
portant reasons seem to be the lack of re-
sources, the lack of benchmarking part-
ners and the lack of top management com-
mitment.

The main issue for the organisations out-
side Middle East-Africa is the lack of bench-
marking-understanding (North-America,
Asia Pacific), lack of technical knowledge
in planning benchmarking projects (China-
India) and the lack of resources (Europe).
Moreover, according to the Global Bench-
marking Network Survey, most of the com-
panies who start benchmarking projects
have motivations like, performance im-
provement of their processes or address-
ing main strategic issues.
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4. Improvement and
implementation

Figure 2 — Benchmarking process proposal

In order to be able to face all the chal-
lenges stated before, the proposed bench-
marking process to be followed by a man-
ufacturing company is in Figure 2.

Manufacturing companies should con-
sider benchmarking for increasing their
productivity and for a successful product
development. The benchmarking ap-
proaches in manufacturing should focus
on four main areas: performance manage-
ment and measurement; new process de-
velopment process standards and stages;
governance; best and worst performing
organizations.

Moreover, in order to remain competi-
tive on the market, a prerequisite for man-
ufacturing organizations worldwide is to
have an effective New Product Develop-
ment (NPD) process in place.

Therefore, a way of keeping up with
trends, and adapting to the market demand
in regards to new product development
(NPD), is to integrate benchmarking for
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streamlining the paths for the new product

offerings. Best practices benchmarking can

be conducted based on product type, for
example, in order to enable full produc-
tivity and team focus.

New product development (NPD) fo-
cuses on a complex set of stages, where
benchmarking can definitely bring its con-
tribution. According to Innovating Coach,
the eight main stages of new product de-
velopment are presented below, as follows:
1. Ideology generation: utilization of

SWOT analyses and current marketing

trends, as well as road maps designed

to be in accordance with different proj-
ects types and risks.

2. Idea screening: establishment of criteria
for ideas that should be either approved
or denied. It is preferable to include
benchmarking in this step, and screen
the top competitors’ new innovations,
their market share and consumer’s
needs.



3. Concept testing: research on various
patents, the design of the due diligence,
making sure that the consumers un-
derstand, need, and want the product.
Use creative benchmarking in order to
be able to react to consumers’ demand.

4. Business research analytics: inclusion
of a KPI system for progress reporting
and monitoring. Agree upon KPIs, in
order to be able to calculate and com-
pare valuable metrics, like average time
for certain stages, or value of launched
products, new product sales percen-
tages and other important figures.

5. Marketability Tests: organizing private
tests, launching beta versions of the
product, and then form test panels,
compare results in order to improve
your product before its official launch.

6. Product development: making plans for
product manufacturing, product mar-
keting, and financial investing.

7. Commercialization: keeping track on the
manufacturing flow, in order to be able
to supply the market demand. More-
over, technical support is needed for a
continuous monitoring of the progress.

8. Launch Review and Perfect Pricing strat-
egy: the New Product Development has
to be reviewed. In addition, an assess-
ment of the NPD process efficiency has
to be done.

It is also important to put efforts into
continuous improvement and assess the
overall value by analysing internal costs,
in comparison to new product profits
(Ghete, 2015).

Discussion

There are several obstacles preventing
organisations from conducting benchmark-
ing studies and the main is the lack of
technical knowledge and the difficulty of
finding benchmarking partners.
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Other critical success factors of a bench-
marking project, to take into consideration,
are: the assessment and evaluation at the
end of the benchmarking project, em-
ployee engagement and the preparation
phase that has to be done prior to start-
ing the benchmarking project.

According to the Global Benchmarking
Network Survey (2010), successful bench-
marking studies can make an organisation
benefit from both financial and non-finan-
cial perspectives, as 20% of the GBN sur-
vey respondents declared an average fi-
nancial return of over USD 250,000 per
best practice benchmarking project.

Moreover, a very important factor is the
support of the top management. Bench-
marking teams are sometimes facing ob-
stacles that cannot be solved without the
support and involvement of the execu-
tive board.

Conclusions

However, benchmarking is acknowl-
edged, nowadays, as being a core compo-
nent of the quality improvement methodol-
ogy and it can be regarded as the most im-
portant contribution to it after Deming’s
or Juran’s foundations.
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Benchmarking has the main purpose of
assessing an organization’s strategy, prod-
ucts, and processes and comparing them
with those of the world’s best-in-class or-
ganizations. Benchmarking can bring sev-
eral benefits to the organization, including
cultural change, improved performance
and better trained employees.
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Core Entities in IT Governance
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= Ne_;peml worldwide known frameworks are accepted in the IT governance/management
— area. These frameworks use the terminology and entities to express their principles,
£ structure, and implementation. The article deals with understanding entities process,
’ ﬂf Sfunction, and service. It discusses their definition and reasons that can lead to differ-
~ ences in perception of their substance and subsequently their usage. I siresses the
/ _i;ﬁpormnce of their role in the context of the level of abstraction in modeling. Proper
\T\ use of entities across different frameworks (across the organization) is a prerequisite
~ for application of frameworks and ability to achieve a company mission.

Keywords: process, function, service, information technology, framework, governance

Introduction
Benefits of best practice frameworks
have first been verified in practice and then
in theory. IT management/governance ‘ ’ \ .
seems to be an area that is becoming more
. . g . - > .
e

attractive for academic researchers. We can S
find a lot of articles and studies which dis-

LIf management C N ‘
cuss theoretical aspects of the governance. \ is about running
With the increasing complexity of IT sys- ’ the business, )

tems, the importance of .methodolog.lcgl \V governance is about ‘ ’
support for implementation and holistic seeing that it is run

approach to a solution is growing. A holis- properly.” ’
tic approach involves respect for all im- ' R Tr1cker ~

portant aspects of the solution, which also ‘ .

means working with specialists in areas

outside the IT and ability to understand ’ ‘

each other. We discuss the usage of core ’ \

terms (entities) in governance area: func-

tion, process and service and their per-

ception in management.
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Function in IT Governance Area

According to Weill (2004), IT governance
means: ,Specifying the decision rights and
accountability framework to encourage de-
sirable behavior in the use of IT”. We can
specify areas for governance as follows:
(1) the value creation (respecting and per-
ception of the stakeholders), (2) achieving
strategic goals (strategic alignment), (3) risk
management, (4) optimizing resources,
(5) performance measurement (ITGI, 2003;
ISACA, 2012). Weill (2004, p. 10) continues
with IT decisions which relate to ITG:
 IT principles — the role of IT in business;
e IT architecture — integration and stan-

dardization requirements;

* IT infrastructure — to determine how to
share and enable services;

* The business application needs — busi-
ness needs to purchased or internal de-
velopment;

» IT investment and prioritization — finan-
cial question.

It is possible to discuss also other areas
in IT governance/management. Authors
consider as relevant also Enterprise Archi-
tecture and IT Service Management. The
main reasons are as follows: 1) it is valu-
able to analyze the structure of organiza-
tions (the structure can be described by
an architecture), 2) the importance of the
service in IT is growing, 3) both domains
have a worldwide known frameworks

(ore Entities in IT Governance

(TOGAF respectively ITIL) which are the
de facto global standards, 4) the applica-
tion of mentioned frameworks is often
combined with the practice. Mingay and
Bittenger (2002) discuss using of ITIL and
COBIT and conclude: ,Enterprises that
want to put their ITIL program into the
context of a wider control and governance
framework should use COBIT.” These three
frameworks are taken as the basis for the
analysis of function, process, and services
in the article.

Moreover, there are studies focused on
the theoretical foundation of frameworks.
Researchers work with conceptual meta-
models. Goeken and Alter (2009); Neto and
Neto (2013) or Pereira and Silva (2012)
create and analyze metamodels of Cobit
or ITIL frameworks. TOGAF framework is
described via metamodel directly in stan-
dard documentation (Open Group, 2011,
Part IV). All these metamodels use entities
which form the essence of the concept.

The Process Definitions

It is possible to find a lot of definitions
of the process. Definitions according to
the literature dedicated to ITIL (AXELOS
source), Cobit ISACA source) and TOGAF
(Open Group source) follow. In AXELOS
(2011a) is mentioned: A structured set of
activities designed to accomplish a specific
objective. A process takes one or more de-
fined inputs and turns them into defined
outputs. It may include any of the roles,
responsibilities, tools and management
controls required to reliably deliver the
outputs. The process may define Policies,
Standards, Guidelines, Activities, and Work
Instructions if they are needed.” ISACA
(2012) defines process as follows: ,Gen-
erally, a collection of practices influenced
by the enterprise’s policies and procedures
that takes inputs from a number of sources
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(including other processes), manipulates
the inputs and produces outputs (e.g.,
products, services) Scope note: Processes
have clear business reasons for existing,
accountable owners, clear roles and re-
sponsibilities around the execution of the
process, and the means to measure per-
formance.” TOGAF (Open Group, 2011,
Chapter 34) defines a process as follows:
»A process is a flow of interactions bet-
ween functions and services and cannot be
physically deployed. All processes should
describe the flow of execution for a func-
tion and therefore the deployment of a pro-
cess is through the function it supports”.

In short, the process is a sequence of
activities and has both inputs and outputs.
Outputs of the process are an end product
or a service. The process expresses the dy-
namics of the state change. With respect
to the level of abstraction, we can find and
describe a process with several typical
characteristics known from business pro-
cess management (process owner, capa-
bility, policies etc.). The detail of process
modeling can also differ according to the
purpose of their description (depends on
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management/business needs). A process

describes how the functionality expressed

in functions or services is realized. It is
important for managing because it says

,what” is realized, as process generates

output products or services. Processes

described in more details also say when,
why, who etc. ISACA (2017) states ,A pro-
cess by its nature is results-oriented in the
way that it focuses on the final outcome
while optimizing the use of resources”.

Other process characteristics:

* Process cannot be physically deployed”
(Open Group, 2011) and ,.... is a flow
of interactions between functions and
services”. A process has a nonphysical
character.

* A process is a description of sequence,
the flow of activities, steps, functions,
services — it optimizes the resources.
And this sequence (process) should be
meaningful, logical, effective and effi-
cient to realize a predefined objective.
(Bon & Hoving, 2008).

» Processes have a beginning and an end
with an output.



* Processes are repeatable and the amount
of core (important) processes is usually
small.

As we can see above, one of the most
important purposes of the process is to say
(1) what they do, (2) typically in the form
of the sequence which combines impor-
tant activities (according to details level),
functions or services. A process is an en-
velope for a description of important func-
tionality (activities and their functions can
be combined according to the purpose
which results in the final output).

For understanding (using) of the pro-
cess model, the purpose and modeling
(abstraction) level are important. Accord-
ing to this factor, we can describe the pro-
cess in more/fewer details or with the char-
acteristics that are important for the pur-
pose, e.g. process analysis and process
maps designing. Moreover, we can distin-
guish between process type and process
instance (Repa, 2012). A process type de-
scription includes a basic characteristic of
the process, relevant relationships and most
importantly, all possible variants of activi-
ties flows. A process instance means a pro-
cess in a specific environment, with con-
straints and resources. Again according to
the purpose of modeling.

The Function Definitions

ITIL (AXELOS, 2011b) defines a func-
tion as follows: ,A team or group of peo-
ple and the tools or other resources they
use to carry out one Or more Processes
or activities”. It depends on the organiza-
tion type if a function is represented by
a department, team or single person. Ac-
cording to ITIL, the term also has follow-
ing meanings: (1) the purpose of person,
team, process, asset or (2) statement that
something works correctly. COBIT frame-
work does not define the term function

(ore Entities in IT Governance

directly, but it uses it in two meanings:
Jfunctioning” when something works, and
the function as ,an expression for the es-
sence of purpose” in a specific area. TOGAF
states in (Open Group, 2011) that ,function
describes units of business capability at all
levels of granularity”. A summary of the
functional characteristics follows:

* A function serves as a generally bounded
unit of business activity (domain realized
in the organization). ,Functions are units
of organizations specialized to perform
certain types of work and responsible
for specific outcomes”. (Bon & Hoving,
2008)

* Functions are performed continuously,
they represent some area (ability to do
something) in an organization.

* A function expresses the content when
we are looking from outside without de-
fining any concrete parameters or qual-
ity. It is a label for a unit to express ex-
pected functionality.

The function groups internal business
resources according to intended function-
ality. It describes a behavior of a part of the
organization.
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The Service Definitions

The most general definition of the term
service uses ITIL ,... means of delivering
value to customers by facilitating outcomes
customers want to achieve without the
ownership of specific costs and risks”
(AXELOS, 2011b). TOGAF understands the
service as follows ,Supports business ca-
pabilities through an explicitly defined in-
terface” and ,an element of behavior that
provides specific functionality in response
to requests from actors or other services”
(Open Group, 2011). Although COBIT does
not define a service directly, services (pri-
marily IT services) are a natural element
in the framework philosophy: (1) the ser-
vices are organized by activities in proces-
ses, (2) IT services represent ,day-to-day
provision to customers of IT infrastruc-
ture and applications and support for their
use.” (ISACA, 2012) The service character-
istics follow:

A service should serve. A service must
be produced by someone (individual,
group of people, machine). A service
satisfies someone’s (something’s) needs.
* A service has an interface that is used for

communication with the surrounding.

e A customer meets the service. A serv-
ice is an externally visible functionality
(Lankhorst et al., 2009).

* A service realizes functions with specific
parameters (respects resources, capa-
bility, technology etc.)

As we can see, a service serves to fulfil
the specific task with defined parameters.
It is a kind of agreement between the pro-
vider and the client. As Repa (2012) states
,an interface of processes is a service provid-
ed to another process” or in another word
,A business service operates as a boundary
for one or more functions” (Open Group,
201D). Services can play an important role
within the organization as a unit of exchange
between divisions (departments etc.).




Functional perspective with
Organizational structure
Actors

ed

Functions

Organizes and orches\
e )
| ()

m

— ] Areused in

(ore Entities in IT Governance

Process perspective with

Processes (activities)

Description detail

Is realized and offered as -

Figure 1 — Managerial perspectives and entities relationships
(Source: Rozehnal & Novik, 2017)

Management Perspectives

Bon and Hoving (2008) state ,Functions
are often mistaken for processes” in the
paper where the essence of both terms is
discussed. How to understand these terms
and use them for the management pur-
poses?

The use of functions as well as proces-
ses are based on human nature. People
want to identify what the things (systems,
people) do, how they are done and who
realized them. According to these needs,
we can discuss two different approaches
to management: the functional and the
process one (figure 1). Both approaches

are valuable in practice, but they work in
different perspectives and with different
entities (which create a view of the organ-
ization). Both tell a different story. More-
over, there is the service based approach
as well. The importance of services grows
because they allow import/export func-
tionality in and outside the organization.

The process and function perspec-
tive. The default entity for process per-
spective is a process. The organization is
a set of processes that are carried out. The
important issue is the level of detail de-
scription. The core processes (top level)
express only the main purpose of the
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process — they say what. If processes are
modeled in more details, there are activ-
ities (or procedures, steps or even work
instructions — again according to the level
of detail) which extend description — they
say why, when, who etc. See the figure 1
in (Bon & Hoving, 2008, p. 369).

The default entity for function per-
spective is a function. Functions express
the functionality — the ability to do some-
thing (typically in the context of organi-
zation’s situation). Functions create the
structure of the organization by express-
ing the specialization. It is an element of
uniqueness.

The specialization of resources (peo-
ple, technology) expresses functionality,
which they are able to manage better than
others, is a natural phenomenon in the
history of mankind. It is the foundation
for building an organizational structure
and it relates to roles, responsibilities, re-
sources and so on.

As we can see in figure 2, functions (the
ability to do something) are used in ac-
tivities which realize processes. But less
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detailed described functions (high-level
functions) may include processes which
realize functions. Such functions express
ability to realize processes according to
the organizational structure of the organ-
ization (according to different areas of spe-
cialization).

Think about internal specializations in
the hospital which express the medical
area (ability to treat different diseases). We
deal with a top-level function approach.
In every medical area — department, we
can found other specializations — subfunc-
tions focus on a specific problem — low-
level function (often linked to specializa-
tion and organized in accordance with
specific resources). These functions are
used in activities which make up the pro-
cesses.

As we stated above functions express
functionality. It is valuable to differ at least
two levels of function description. High
level described (complex) business func-
tions are used for the description of an
organization from functional approach
perspective. Consider a hospital example
and medical areas. Typically high-level
description deals with the core of organ-
ization structure. Low-level description of
functions (elementary) in an organization
is used for expression of units of business
activity according to sources and their abil-
ity to do something. Low-level functions
can be combined in different processes ac-
cording to the various output of product/
service. This approach respects the defi-
nitions used above ,Functions are units of
organizations specialized to perform cer-
tain types of work and responsible for spe-
cific outcomes”. (Bon & Hoving, 2008) as
well as  function describes units of busi-
ness capability at all levels of granularity”
(Open Group, 2011). The idea is illustrated
in figure 2.
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Figure 2 — High and low-level function

The service perspective. A service per-
spective tells us which services are offered
and consumed, who offered and consumed
them and with what parameters. It is a way
how to deliver functionality within the
scope of specific parameters and defined
interface. Thus, a service may be an im-
portant unit for a description of relation-
ships in the organization. Consider our ex-
ample with hospital again. The hospital
provides services for patients. Parameters
of the services are set between the hospital
and the insurance company (or patients)
for example for payment purposes.

Summary Discussion

Potential problems with discussed terms
are not within definitions in frameworks,
rather in interpretation and communication
between different people who are involved
in their application.

TOGAF in the chapter Core Content Me-
tamodel 34.3.1 (Open Group, 2011) uses

all the terms together without any prob-
lems. On the contrary, it deliberately de-
fines and works with those entities. Why?
Simply put, TOGAF strictly differentiates
each term (the area of enterprise architec-
ture must differentiate it as well). The terms
are not synonyms, but they have a different
meaning. If people do not differentiate it,
there are confusions and misunderstand-
ings in communication across the organi-
zation (enterprise). Such a confusion could
occur even when talking about the same
entity (e.g. function) but describing differ-
ent levels of details.

Also, other discussed frameworks under-
stand the terms in the same way. Although
they sometimes do not work with all terms
directly, (e.g. COBIT does not define ser-
vice as a primary element), COBIT as well
as ITIL respect the pure meaning of the
discussed terms. The difference in the use
of terminology is caused by their special-
ization in different areas. ITIL focuses on
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operational level — on services. COBIT fo-
cuses on the government and works es-
pecially with processes (and service is not
crucial for it).

As Lankhorst et al. (2009) state there is
a many-to-many relation among processes,
functions, and services. There is possible
to see several processes in reality that cre-
ate a function, process which consists of
several functions as well as a service which
is realized by more processes (functions).
Due to this fact it is important to distin-
guish among the terms. Each of them rep-
resents a different part of the business.
Processes coordinate the deployment of
functions to ensure desired outcomes. (see
Core Content Metamodel 34.3.1, figure
34 — 6 (Open Group, 2011)) Functions
themselves cannot ensure final goals of
the organization, as they are limited and
thus locked within their specialization.

Conclusion

Each of the discussed terms represents
an entity which describes a piece of the be-
havior of an organization that fulfills the
given purpose. The aim of this paper is to
show that the discussed frameworks un-
derstand all terms in the same way and to
declare the roles of terms as entities with
a unique purpose. The terms represent
perspectives for management approaches
as well. Functions tell us what can be re-
alized — general functionality, processes
how it is organized — the sequence of ac-
tivities or steps and services tell us the in-
formation necessary for delivery of func-
tionality (price, time and other parameters).
All these entities are necessary for man-
aging of the organization.

Proper use of terms across frameworks
(across the organization) is the first step
in their integration in businesses, mainly
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in communication. It is important to ensure
that frameworks are used in a compatible
manner as they are compatible with their
nature and all discussed frameworks un-
derstand terms in the same way. Prob-
lems may occur by combining different de-
scription of details, managerial perspec-
tive or the purpose of description. It is ne-
cessary to be careful about mixing differ-
ent levels of detail in the description. Or
it is valuable to emphasize different levels
of detail also in the description of entities.

When the same approach is respected,
it is possible to manage the core entities
in all frameworks across the spectrum of
possible perspectives — functional, process
or service. These perspectives are impor-
tant for the holistic view of the organiza-
tion. Professionals from different areas
must understand the same things in the
same way. An ability to communicate and
cooperate across the organization will be
more and more important because it is an
assumption for flexibility in the adoption
of technology (Pochyla, 2015) and in a
wider context the ability to achieve a com-
pany mission.
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Decision-Making
in Major Sporting Events

Florin-Alexandru Alexe
Academy of Economic Studies, Bucharest, Romania

R = %}RO’Q@QO promises to be the grandest European football championship to date.
19 cities bid for the right to host matches and only 13 were selected by UEFA. The
 present paper undertakes a detailed analysis of the bidding dossiers, examining
~ 1the strong points and the weaknesses of each bid, in an effort to determine the most
i’mpaémnt Jfactors for selection. Following the analysis, the key criteria are deter-
ned 1o be the quality of the stadium, the commitment to continue investments
,yfa\renovatmg and expanding existing facilities and the ability of the bidder to
secure guarantees from local and central authorities that the interests of UEFA
and its pariners would be fully protected.

Keywords: City brand, city promotion, large scale events, strategic investment,

EURO 2020
Introduction ' S W .
Vancouver 2010, London 2012, Rio de :
Janeiro 2016 — these Olympic cities have N\ - Corporate N

remained fixed in public memory along- ‘ . governarnce e '
side the years in which they hosted this 1S noz.‘ something that n 3

very important sporting event. The audi- \ [ iy 1S DUl in p lace. and t/zen ‘
ence of major sporting events has in- ’ left. Ensuring iis cffective-

creased exponentially due to media cov- \ V’ ness depends on regular ‘ ’
erage. It is estimated that 4.7 billion peo- — rev'ze;u, b re;ji‘embly fegufa ‘ —
ple watched cumulatively the Olympics ‘ ’ mnacp ;:ln iz;:wew. l

o . 1
in B.el.]mg, 2008, meaning that the cultu.ral ( Business Dav
significance of such large-scale sporting -

events is indeed global (Maenning, Woods, . \ ‘ ‘

2013). But what chance do smaller cities ’ ’ \‘

stand to host large-scale events, if they do
not have the vast and costly infrastructure
which is necessary? One answer has been
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provided by UEFA. Faced with growing
numbers of participating teams and spec-
tators from one edition to the next, they
resorted to entrusting the organisation of
the championship to two countries. The
first time it happened in 2000 when Bel-
gium and the Netherlands co-hosted. In
2008 it was Austria and Switzerland, and
in 2012, Poland and Ukraine.

The economic crisis has affected sports
as well. As a result of lower economic out-
put, fewer and fewer cities could afford
to invest in modern stadiums, capable of
satisfying the requirements of the ever
growing number of spectators. The solu-
tion proposed in 2012 by M. Platini, UEFA
President between 2007 and 2015, was
for the anniversary edition of 2020 to be
hosted by an unprecedented number of
cities, 13 to be more precise. Turkey was
the only country which took issue with
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this suggestion and bid — unsuccessfully,
it turned out — for the right to organise the
championship on its own.

But what made Bucharest win the com-
petition to host some of the matches and
Sofia did not? Or how could Glasgow beat
Cardiff? How does one city prepare for
such an event and what impact does host-
ing it have on the prestige or brand of the
city itself? What did Bucharest do so far
and what more should it accomplish in
order for Euro 2020 to be a success? At the
end of the day, is it worth the trouble?

To begin with the answer to the last
question, it certainly is. By some estimates,
Euro 2016 was the most lucrative edition
of UEFA’s most successful tournament. It
generated average profits of almost $18 mil-
lion per match, (Klebnikov, 2016) ending
up with a net profit of €847 million for the
whole event. The tournament produced




total revenues of €1.92 billion, that is
€500 million more than it did four years
previously, at EURO 2012, co-hosted by
Poland and Ukraine (Morgan, 2017). These
profits are shared with national associa-
tions and federations. A total of €301 mil-
lion was shared with those who qualified
for the final tournament. The winners of
EURO 2016, Portugal, earned a share of
€25.5 million. Other associations received
less, obviously, but each of the 55 mem-
bers of UEFA received a ‘solidarity pay-
ment’ of €1 million, irrespective of whether
or not their teams had qualified for the
final tournament. Looking at the source
of the revenue, more than half of the in-
come (€1.024 billion) was generated by
broadcast rights. Other revenue sources
included sponsorship and licensing deals,
as well as sales of tickets and hospitality
(Malone, 2017).

Methodology

Having settled the question of whether
or not it is profitable to host a UEFA event,
we must now turn our attention to what
it takes for a city to earn this right. In Ta-
ble 1 is a comparative analysis of the 19
cities which bid to host matches of EURO
2020. Some of the factors taken into ac-
count were the size of the city’s territory
and the number of its inhabitants. Another
was the capacity of the stadium and if it
was an existing structure or a project wait-
ing to be built. But the most important fac-
tors, in my opinion, were the investment
proposed or the budget available to fund
the sporting infrastructure absolutely ne-
cessary for UEFA 2020. Finally, I took into
account the experience of the city — or even
the experience of the stadium itself — of
hosting large scale events, not necessarily
football-related.

Decision-Making in Major Sporting Events

The data presented in Table 1 reveals
the enormous sums invested in building
stadiums. Costs necessary to build UEFA
Category 4 stadiums have skyrocketed. It
is telling that in 1996 it cost the city of
Amsterdam €140 million, whereas the new
stadiums in London and St. Petersburg, be-
longing to the same category, cost nearly
1 billion euro. The comparative analysis
indicates clearly that cities which have
invested in stadiums in the past and then
continued to invest in keeping them up
to date have had a much better chance of
hosting large scale events, including EURO
2020. The notable exception here is Stock-
holm, but we will see below how that may
be explained while looking at the criteria
included by UEFA in their Evaluation Re-
port (UEFA 2014), whereby they explain
why they rejected 6 of the 19 cities which
bid to host matches. The UEFA criteria, as
outlined in the Tournament requirements,
guided all associations in the bidding pro-
cess. The criteria were, as follows:

,Vision, Concept and Legacy —
motivation of hosting focus on contri-
bution developing the football across
Europe and the infrastructure regarding
organising big events; celebrating foot-
ball at the 60th anniversary of the UEFA;
long term strategy and other contacted
initiatives.”
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Table 1 — Breakdown of known active satellites currently in orbit

2009 Islamic Culture Capital
Bio | somxo| aws | sehm | sogm | €708 201{;51%0;:'5’5:92"&?“0:‘"“‘&
e, : “N;q ’ million | UNESCO World Heritage Site — Walled City of
Baku with the Shirvanshah's Palace and Maiden
Tower
oo 2014 IIHF World Championship
Minsk 1,921,807 | 409.5 i 35,000 | €115 million [ 2016 European Speed Skating Championships
2019 European Games
1972 UEFA European Football Championship,
. From 1977 Annual - IAAF Diamond League.
Brurelles | 1175178 | 16138 | SUOSAIMM | gpprg | €313 1985 European Cup Final
2000 UEFA European Football Championship,
the opening game
1957 Eurobasket
i an Inter Univi es
Sofia 1,260,120 492 SladNLT 33,621 | €49.5 million 2012 FIVB World League finals
Sofia applied to host the Winter Olympic Games
in 1992, in 1994 and 2014 but was not selected
€85,3 million| 2011 UCI Road World Championships taking
Copenhagen| 763,908 | 0638 | Parken-1682 | 36,190 (renov.) | advantage of its bicycle-friendly infrastructure
1908, 1948, and 2012 Summer Olympics and
. Paralympics
London | 8767802 | 1,572 w"’"b_"g’ms;ad'“"' sogse | 79 1934Bitish gmrrq;ire Games
2017 World Championships in Athletics
1972 Summer Olympics,
1993 Final stages of the FIBA EuroBasket
FuBball Arena P
Munich | 1450381 | 31043 | Minchen | 70,067 | €340 milion R e e
—2005 o ootball Wrld Cup .
Munich bid to host the 2018 Winter Olympic
Gamesbut lost to Pyeongchang
2011 IIHF World Championship,
2014 World Masters Athletics Championships
Puskas Ferenc In 2015 Budapest decided to bid for the 2024
Budapest | 1,759,407 | 525.2 Stadium 68,156 | €341 milion| Summer Olympics. UNESCO World Heritage
—New Site Budapest, including the Banks of the
Danube, the Buda CastleQuarter and
Andrassy Avenue
Dublin Arena 1982 Show Jumping World Championships
Dublin | 553,165 | 114.99 —2010 51,711 | €410 million 2003 Special Olympics
2011 UEFA Europa League Final - Rugby
From 2011, annually, The Jerusalem Marathon,
Teddy Stadium | 32,000 - an international marathon race
Jorusalem | e5721 | 12515 | 1Y . €50.7 million s kb s
The Old City of Jerusalem and its Walls
1934 and 1990 final games FIFA World Cup
Stadio Olimpico €17 million 1960 Summer Olympics
Rome | 2877215 | 1,285 —1990 | %898 | “renov) | 1990 host qualfication and the final match
of the 1990 FIFA World Cup
National Arena €60 million 2008 European Women's Handball
Skopie | 811,045 | 571.46 Philip I 32,483 Championship together with Ohrid
~1980/ 2011 {renov,) 2017 UEFA Super Cup
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e— 1928 Summer Olympics Amsterdam
i 1998 UEFA Champions League Final
Amsterdam | 851,573 | 219.32 ﬂegr;; 53,052 | €140 million 2000 Euro 2000 matches
2013 UEFA Europa League Final.
National Arena €234,5
Bucharest | 1,883,425 228 —2011 54,851 milion 2012 Europa League Final
1980 Summer Olympics — part of the football
tournament.
Saint Zenit Arena 61,251 P 1994 Goodwill Games
Petersburg | 5323300 | 1439 ~New 34 mitkon 2018 FIFA World Cup matches
UNESCO World Heritage list as an area with
36 historical architectural complexes
1937 European record for attendance at a
5 football match: 149,547
Glsgow | 603080 | 1tagg | MAMPIERFA | g1 47 e?;mc;n 2002 final of the UEFA Champions League
! 2007 UEFA Cup Final
2014 Commonwealth Games
Bibao | 345141 | 4150 Si"ta“éﬁfs 53089 | €198 > Spmf'l‘?'l’?‘l:“‘g‘”dr‘m:;‘; —
! ’ oo ! million | 2018 finals of the European Rugby Challenge
Cup and Champions Cup.
1912 Summer Olympics, Stockholm
1992 UEFA Euro
Friends Arena o Second runner up in the 2004 Summer
Stockholm | 935,619 188 2012 50,653 | €300 million Oympics bids.
Hosted the Nordic Games, a winter multi-sport
event that predated the Winter Olympics
Millennium 1958 Commongealth Games
i €133.4 | 2001-2006 Rugby FA Cup finals six matches
Cal | S46100 | 1403 S_‘?l‘g;g' 4154 1 lion 2007 Rugby World Cup four matches
2014 European Capital of Sport

,Social Responsibility and
Sustainability — objectives regarding the
environment, a sustainable economy,
social engagement, healthy lifestyle,
concrete issues pertaining to the mul-
ti-purpose role of the stadiums, health,
energy, waste, accessibility, free local
transport for match ticket holders, seats
for disabled supporters, ‘no tobacco’
policy.”

Criterium 3:  Political and Economic As-

pects — concerning national political sys-
tem and if is stable or not, institutions,
organisational structure of the football
federation, public support, national
and local investments for hosting the
event, focus on a commitment by all
stakeholders. Data from independent

institutions (World Bank for example)
are also taking into consideration.”

(riterinm 12 Legal Aspects — covering a

wide range of laws and aspects such
as labor legislation, national insurance
system, risk coverage, anti-doping le-
gislation, taxes regarding UEFA EURO
2020 activities, intellectual property,
trademark protection, preventing un-
authorised public viewing, protection
of property rights, authorities guaran-
tee for protection of intellectual prop-
erty rights, permission to import goods
concerning UEFA EURO 2020, customs
regulations, list of international agree-
ments on customs, import and export
of goods, laws & regulations in the
use of tickets, institutions responsible
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for public safety and security, combat-
ing ambush marketing practices, author-
ities responsible for prohibiting coun-
terfeit activities, regulations of commer-
cial advertising & promotional activities,
access procedures for foreign citizens
who will work or will participate to
UEFA EURO 2020.”

y2Stadium — complex informa-
tion about stadium, plans and photos,
safety information, seat plan, technical
utility information, stadium rental fee
and operating expenditures, detailed
calculation costs, stadium telecom infra-
structure and service providers, public
wireless and mobile phone coverage
around the stadium, work planned to
renovate stadiums, upcoming events.”

,2Mobility — focus on connec-
tions to all major European and inter-
national destinations, by all means of
transport. Airport technical information
and capacity to cover the number of
supporters, infrastructure map national
level, information regarding the national
infrastructure routes, infrastructure im-
provement, stadium transport connec-
tions and maximum importance for the
last-kilometre accessibility of the stadi-

”»

um.

JAccommodation — informa-
tion about authorities responsible of
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tourism national and city level, hotel
classification system, accommodation
options for UEFA EURO 2020 located
20 kilometers from the stadium, hotel
confirmation, list of hotels within a ra-
dius of 20 kilometers from the stadium,
hotel reservation forms for UEFA key
target groups, hotels to accommodate
& training centres for the national teams
and planned or proposed events in the
host city during the UEFA EURO 2020
that could increase the demand for ac-
commodation services.”

,Event Promotion — the inter-
est is on the role of the host country in
the event promotion, considering the
host city experience in organizing major
sporting or entertainment events. Also
very important are the areas for the of-
ficial fan zones.”

,Commercial Matters — legal
measures to support UEFA commercial
programme for UEFA EURO 2020 and
UEFA’s commercial partners in the ex-
ercising of their rights, advertising and
promotion inventory, special focus on
free advertising space in the city for the
event and UEFA commercial partners.”
(UEFA 2013).

The Table 2 sets out in tabulated form

the results of the evaluation carried out by
UEFA on the bidding dossiers presented



by 19 associations/cities. A positive analy-
sis, meaning the criterium had been fully
satisfied, has been marked with ‘yes’. A cri-
terium which was definitely not fulfilled
is marked with ‘no’ and a dash indicates
that the bidding dossier did not include

Baku yes yes yes
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sufficient information for the evaluation
panel to draw a conclusion. The last col-
umn, ‘Results’, indicates whether or not
the association or city has been awarded
the right to host matches at EURO 2020.

Table 2 — Tabulated analysis of the evaluation report of the 19 cities

yes yes yes | yes yes yes

Minsk yes - no yes - yes no - yes
Bruxelles yes yes yes yes yes yes yes yes yes
Sofia yes no - no - yes yes yes no
Copenhagen yes yes yes yes yes yes yes yes yes YES
London yes yes yes yes yes yes yes yes yes YES
Munich yes yes yes yes yes yes yes yes yes YES
Budapest yes yes yes yes yes yes yes yes yes YES
Dublin yes yes yes yes yes yes yes yes yes YES
Jerusalem yes yes yes yes no yes - no no
Rome yes yes yes yes yes yes yes yes yes YES
Skopje yes yes yes yes no - no yes yes
Amsterdam yes yes yes yes yes yes yes yes yes YES
Bucharest yes yes yes yes yes yes yes yes yes YES
St. Petersburg yes yes yes yes yes yes yes yes Ves YES
Glasgow yes yes yes yes yes yes yes yes - YES
Bilbao yes - yes yes yes yes yes - yes YES
Stockholm yes yes - - yes yes yes yes yes
Cardiff yes yes yes yes yes yes yes yes yes

Results

It would be easy to say that a success-
ful bid came down simply to meeting the
criteria set out by UEFA, but a closer look
at the table above shows that cities which
have met all criteria, such as Cardiff, did not
win, while others, which met them only in
part, such as Bilbao, were successful. Closer
attention should, therefore, be dedicated to
examining the bidding dossiers of the 6
cities which were rejected.

Minsk has scored quite low on the po-
litical and economic situation: ,The polit-
ical and economic situation in Belarus is

rated relatively low by independent insti-
tutions such as the World Bank. The infor-
mation provided by the bidder is minimal”
(UEFA 2014). Also problematic was the
Accommodation chapter. Finally, the sta-
dium was still in the pre-project phase,
which was deemed inadequate.

Sofia had one of the poorest bidding
dossiers. It was the only city which met
neither the Social Responsibility and Sus-
tainability nor the Legal criteria: ,The guar-
antee provided is insufficient and does not
meet UEFA’s needs. It is, for example, weak
on tobacco. The pledge to entirely incor-
porate all the required dimensions of social
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responsibility and sustainability are not
backed by the guarantee... The host city
agreement has not been signed... The legal
section of the bid dossier is considered
weak and incomplete. It does not provide
sufficient legal comfort” (UEFA 2014).

Jerusalem also presented a dossier where
a lot of key information was missing. For
example, information about the stadium
and plans to renovate it was not provided:
»As no significant information has been
given regarding stadium capacity and ac-
cessibility, this aspect could not be prop-
erly evaluated”. The Event Promotion chap-
ter presented problems: ,The venues pre-
sented for the fan zone do not meet the
requirements. The guarantee in relation to
promotion at the national level and fan
zones in non-host cities is unsatisfactory.
The city has very limited experience in
hosting major events”. Lastly, the report
pointed out there may be issues with re-
gard to the contracts with UEFA partners:
,No clear commitment to supporting UEFA’s
commercial programme. The risk of not de-
livering all the commercial partners’ rights
is high” (UEFA 2014).

Skopije is an interesting case because at
the moment it submitted the bid for EURO
2020, its stadium did not meet UEFA stan-
dards in terms of minimum capacity, ac-
cessibility and parking areas. Nevertheless,
it later addressed these issues and was
granted the right to host UEFA Super Cup
in 2017. The last two cities rejected were
Stockholm and Cardiff. Their case has been
discussed at length in the press because
these two cities had presented very solid
bidding dossiers and had, for the most
part, fulfilled the criteria set out by UEFA.
In the case of Sweden, evaluators pointed
out that no large investments were antici-
pated and raised some question marks
about government guarantees: ,All agree-
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ments have been signed, but eight guar-
antees have not been provided on the
grounds that Swedish public agencies are,
by law, not entitled to issue such acts....
The absence of several guarantees could
increase UEFA’s financial exposure.” Not
the same could be said about the Welsh
bid, where there were no major objections
raised in the evaluation report. UEFA settled
this issue by choosing Cardiff as the venue
for the 2017 UEFA Champions League
Final, the largest inter-club event in the
world. One possible explanation for re-
jecting Cardiff is that there were already
other British cities hosting matches at
EURO 2020 — London and Glasgow (BBC
Sport 2014).
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Conclusions

Overall, a large part of the evaluation
of each association’s bid was dedicated to
the stadium and the general investments
promised in the area. As demonstrated by
the very tight race between cities which
bid to host the EURO 2020, this has be-
come a very competitive endeavour, where
the sums involved grow exponentially from
one edition to the next and where coor-
dination between the national football
association, city authorities and national
government is critical. The benefits of be-
ing selected to host such a large event are

multiple. Those who have most to profit
are national football associations, which
can hope to receive a fair amount of the
enormous sums of money generated by
broadcasting rights, sponsorships (Jean-
renaud 2009) and ticket sales. The revenue
generated thus is so great that some au-
thors have come to point an accusing fin-
ger at the ‘lucrative monopoly’ exercised
by these non-governmental entities and
their influence on a very large, captive au-
dience (Louw 2012).

On the other hand, the benetfits of cities
and countries are less tangible and some
argue that there exists a ‘budgetary gap’,
in the sense that most developments use
public funds, yet public authorities receive
back only a fraction of the revenues gen-
erated (Maenning, Zimbalist, 2013). Of
course, there is revenue to be derived
from the influx of tourists. An added ben-
efit is that public works contracted with
the occasion of the sporting event, such as
improvements to transport infrastructure,
will remain a local asset for many years
after the event (Humphreys, van Egteren,
2013). Other benefits may not be as easily
quantifiable, but should not be discounted,
either. Mostly, they relate to strengthening
the place brand and gaining media expo-
sure. Also, a sense of national of civic pride
often accompanies the successful bid to
host mega sporting events, as it has done
since Classical Greece, when sporting com-
petitions became such prestigious panhel-
lenic cultural events that more and more
cities vied for the honour to host them
and sought official recognition that their
festival was equal in honour with the four
most important ones: Olympian, Pythian,
Isthmian and Nemean.
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