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Abstract

The purpose of this research is to clarify a structural model founded on Enterprise Architecture (EA)
for firms and to examine the model in terms of business performance. This research raises two
questions: 1) Does the enterprise organizational structure affect how EA will benefit the
organization? In reality, little empirical research has been conducted to verify published claims that
businesses benefit by implementing EA (2) To what extent can firms that establish EA succeed in
business performance? Little quantitative and economic research has explained how EA
implementation has affected business performance.

In this research, we approached the questions above in two ways. First, we used covariance
structure analysis to evaluate a structural model of how firms are affected by business values based
on EA. Second, we used correlation analysis to examine how implementing EA affects the business
performance of these firms.

To evaluate our structural model, we devised the following hypotheses:

H1: Including IT governance in internal control is likely to improve the capability of an
organization.

H2: The value that an organization can achieve from IT portfolio management founded on EA
strongly depends on the ability of its management to achieve business goals.

H3: A valuation process involving EA that focuses on IT portfolio management is likely to improve
business adaptability.

H4: A valuation process involving EA that focuses on IT portfolio management is likely to improve
business efficiency.

We devised a theoretical model that evaluated these hypotheses. First, we conducted a questionnaire
survey of Japanese firms listed on the Japanese stock exchange to verify the hypotheses. In order to
select appropriate candidates to answer our questions, we first queried chiefs of section who were
involved in governance, organizational design, and the management of EA, including management
planning from the business side and system planning from the system side. After the selection
process, the survey was sent to the people in the firms who had been identified by the chiefs of
section. The number of returned questionnaires was 308. The questionnaire measured IT governance,
capability of organizations, and the value brought by implementation of EA on a five-point scale for
each question item. We used factor analysis to clarify and verify the constructs related to
questionnaire items. We then defined the following constructs (each is listed with its number of
measures): IT governance (3), organizational ability (4), IT portfolio management (2), business value
(adaptability) (2), and business value (efficiency) (2). Next, we conducted a covariance structure
analysis based on Structural Equation Modeling (SEM) to examine hypothetical causal relations for

the model. First, H1 was supported because the path coefficient was 0.92. Second, H2 was also



supported because the path coefficient was 0.80. We also found H3 to be significantly supported
because the path coefficient was 0.55. Finally, H4 was significantly supported because the path
coefficient was also 0.55. When we examined to what extent IT governance based on organizational
ability is associated with EA in delivering business value, the results of the analysis fully supported
our hypotheses.

Our next goal was to examine how the business performance of these firms is affected by
implementation of EA: first the hypothesis and then the correlation analysis.

HS5: Firms that adopt an EA method under the condition that IT portfolio management organization is
enforced by IT governance are likely to improve business performance.

To examine the hypothesis, we conducted a correlation analysis based on collected financial data in
terms of the following financial measures: Return on Assets (ROA), Return on Sales (ROS), and
Compound Annual Growth Rate (CAGR). First, we examined scatter plots to examine the
correlations. If correlations were identified in the scatter plots, we calculated Pearson
product-moment correlation coefficients. For the firms that have established EA, the correlation
between ROA and ROS was statistically significant, with a correlation coefficient of .411 at the 1%
significance level. In addition, the correlation between ROA and CAGR was statistically significant,
with a correlation coefficient of .301. The results of the analysis fully supported HS.

From the view of academic significance, we propose an integrated model that shows the
relation between structural model that is founded on Enterprise Architecture (EA) for firms and the
correlation model that explains business performance. By examining the correlation between the
structural model and business performance, we discovered how IT investment contributes to
business improvement. When IT portfolio management selects and controls the IT investment, the
evaluation contributes to business performance by improving productivity and accommodating
external environmental changes. This is accomplished by improving organizational ability and
establishing internal control. In practice, because we empirically examined over 300 listed firms, the
applicability of our study is very broad. It is significant that the relationship between IT governance
and organizational ability contributes to business performance based on IT portfolio management for

firms that establish EA.



