Clashing Perceptions: Recognizing and Closing the Divide Between Business and IT

By Dan Starta
 

Both business executives and CIOs believe IT is a critical component of their business and that new technologies will continue to change the competitive landscape. According to a recent A.T. Kearney survey of senior business and IT executives conducted by Harris-Interactive, they agree that technology pervades nearly all aspects of today’s operations and is considered a critical innovation tool that can help support future growth. 

But while CIOs and business executives concur on the ultimate goals of the IT department, they have vastly different viewpoints regarding how the IT organization is executing these goals – and how well it is delivering value for the enterprise. This clash of perceptions is not only creating an image problem for the CIO, but also threatening the future success and influence of IT organizations.

Contrasting Viewpoints
According to our study, business leaders are less likely than their IT counterparts to say that IT contributes to various aspects of business strategy. In fact, nearly half of business executives agree or strongly agree that “The IT department focuses primarily on day-to-day IT requirements.” 

Business executives are also more skeptical of budgetary efficiency. More than 30 percent of the business leaders, versus only 17 percent of technology executives, believe that one-fifth or more of their IT budget is “wasted” each year. 

Additionally, business and IT leaders have different views on which business functions IT helps most in terms of delivering competitive advantage.The largest differences occur in the sales and marketing areas where IT leaders have a much more favorable view of their contribution to these top-line growth functions than their business counterparts. For example, over half of IT leaders stated they were important or extremely important to the marketing function and 60 percent of IT leaders stated they were critical to the sales function. The penetration of customer relationship management systems (CRM) and customer-facing solutions brought about by IT-driven projects has certainly contributed to this view. Now that organizations are integrating customer channels and basing supply chains on demand, executives on the business side are focusing on using technology to boost revenue. The IT organization must keep pace with this trend.

As technology contributions to business results have become clearer, companies’ desire to adopt technology earlier has increased. Yet the business and IT view the optimal adoption timing of technology very differently. Surprisingly, more than half of the business leaders surveyed believe they should adopt technology early—or before it “matures”—compared with about one-third of IT leaders. 

Business also views IT organizations as not being very flexible. Only 40 percent of business respondents (versus half of IT executives) believe that their IT organizations react very well to business change

Finally, when it comes to generating innovative technology solutions, it’s not the IT side bringing the best ideas to the table. Only 28 percent of study respondents indicated these ideas were coming from the IT department. Not surprisingly, the IT executives were most likely to state the best ideas were coming from the IT department. 

These findings shatter the notion that IT drives early adoption of technology and the business side slows down the process. The study suggests that despite the key role it plays in business strategy and operations, the IT organization is not effectively positioned to help the business realize or implement these breakthrough strategies. 

Tackling Obstacles and Adding Business Value
The baggage of the past, complex IT architectures, disparate applications, poor access to data, and an overly technical organization are all preventing IT from creating value today and positioning the business for tomorrow. The IT organization focuses on cutting costs and putting out today’s fires—and that’s not where the real value lies. 

Information technology departments still have a long way to go in contributing to business value and helping prepare their organizations for the future. Although companies generally agree on the importance of IT innovation and the criticality of IT to business strategies, they find it difficult to allocate appropriate resources to strategy and innovation. Our study indicates that the money spent on the IT innovation budget is moving away from innovative business solutions toward operating the day-to-day IT environment. In fact, only 20 percent of IT investment is allocated toward IT innovation, according to the study, versus 26 percent in 2002. Leading companies however understand the need to drive IT enabled business innovation and position the organization for future growth.

Many of an IT organization’s challenges are rooted in the legacy of IT as an operational tool and on an IT culture built on an inside-out knowledge of the business. Our clients and other IT executives often tell us how difficult it is to find the time and resources to concentrate on the future. Technology executives can get so bogged down in the day-to-day problems associated with running large-scale IT operations and systems that they can’t get as involved in the planning and strategy process as they should. Much of IT has matured and commoditized, but IT can’t effectively move on to the next wave until data is flowing the way it should, business processes are enabled by this information, and IT complexity is reduced.

Another obstacle is a continued lack of integration between business and IT. When we asked respondents how integrated their IT planning is with business planning, only one-quarter said they consider the process “fully integrated and developed simultaneously” with the business. Almost one-third of the respondents stated it was “not aligned or developed independently.” In contrast, our 2002 study found that three-quarters of respondents indicated the process was “integrated or developed with a direct reference to the business plan.” With all the talk of alignment and integration over the past few years, this step backwards speaks volumes about the difficulty and complexity of integrating IT and business elements of the organization.

Building a foundation for the future
As IT focuses on fixing the baggage of the past, the business is focused on moving forward. With core IT operational components maturing and the next wave of value-generating technologies beginning to emerge, the real question for IT is: will it be a key differentiator in leading organizations?

The key to becoming a differentiator for the business is understanding the real financial value contribution of IT and re-aligning skills and resources to focus on achieving the maximum returns – not an easy task.

To build the foundation for the future, IT and business executives need to come to a common understanding of how technology most effectively supports business goals. Once they understand how IT can create true value beyond cutting costs, IT needs to shift resources accordingly.

As a first step, IT must segment its portfolio into value-contribution components – commodity; core-value generation, (such as selling, general, and administrative expense and supply chain) and innovation. Successful companies will skillfully blend all three, devoting needed resources to the value and innovation components, while operating a stable, effective commodity infrastructure.

The key to the future for technology executives is their plan and execution – and strong resolve – to ensure IT contributes more business value. Then, CIOs can leverage that agenda to effectively drive initiatives, funding and communication with the business side. 

________________________________________________________________________
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